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WILLIAM GREEN, Editor 


VoLr:4#0O No. 5 


MAY, 1933 


UR economic situation is desperate. People are starving because 
there isno work. Of those persons who depend upon a job for 
an income, one out of every three is unemployed. Machinery 

is standing idle. There is little sale for raw materials. Technical 
and managerial ability is unemployed. Wageless wage-earners and 
salaryless salaried persons can not buy. As the wheels of production 
stop, transportation declines. Farmers do not get enough from crops 

to pay their taxes. The value has gone out 
Give Us Work of securities. Are we to stand by and watch 

waste destroy the work of centuries, or shall 
we take hold of the means of production and create the wealth that 
will sustain us in comfort? 

The Federal Government is the one agency that can act in this 
breakdown of our business mechanism. Business in genera! is about 
half what it was in 1928, while steel construction and the heavier in- 
dustries are much less. The national income has dropped more than 
half. 

During the past year unemployment has increased at a startling 
rate and the loss in national income is rising more rapidly. At the 
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present time for every person laid off, the national income drops more 
than three times the amount of the man’s wages. Individual com- 
panies, employers and the government feel they have to retrench and 
they have laid off employees and cut pay. National income has 
dropped from 85 billion dollars to 37 billion dollars; over 13 mil- 
lions of wage-earners and salaried persons have lost their jobs. Al- 
lowing $1,200 for the average wage, industry has saved approximately 
$1 5,600,000,000 by its retrenchments in labor, but has lost $45,500- 
000,000 from the potential consumers market. Further retrenchments 
will increase this ratio. 

There is one way to avoid the precipice we are nearing: Put the 
unemployed back to work at their normal jobs. Individual companies 
can not take the risk of starting up production nor can banks provide 
the credit. Federal loan expenditures are the only hope which would 
necessitate the government’s taking the initiative and control. The 
government could operate through existing agencies and save the na- 
tion’s wealth and progress. A number of good plans are available. 
(The most favorably considered are summarized in this issue, pages 
510-518.) 

Unless the Federal Government takes action, our social organiza- 
tion will disintegrate so that under the urge of necessity individuals 
and groups must seize what they need to maintain life. The effects of 
wages paid to workers is cumulative. Of every thousand dollars paid, 


a large’ percentage will be spent for immediate necessities which other 
workers must be employed to provide. When the carpenters, the brick- 
layers, the miners, etc., have jobs, the garmentmakers, the shoemakers, 
the bakers, etc., must be employed to produce the supplies. 

It is imperative that jobs be provided while there is yet time to 
save our country. 


Dismissal The dismissal wage is based upon the prin- 
Wage ciple that workers have equities in their jobs 
accruing from the investment of their time 
and personal ability. Workers who lose their jobs are at a disadvan- 
tage in making adjustments even after they find new jobs. The former 
employer who benefits by the readjustment as well as by the contribut- 
tion which the workers have made to the goodwill of the undertaking, 
should pay at least some of the costs of the readjustment. This prin- 
ciple has been accepted and written into law in seventeen countries? 
In United States three states have made a feeble jesture toward 
protecting workers against arbitrary discharge without notice. Some 
of our larger industrial corporations have gone much farther, however, 
and have set up funds for the payment of dismissal compensation. 
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The American Federation of Government Employees foreseeing 
the disaster to their government workers from large-scale dismissals, 
have determined to ask for legislation providing dismissal compen- 
sation for employees laid off by the Federal Government. These men 
and women who give years of service to the very specialized work of 
the Federal Government are at a distinct disadvantage when they 
turn to the methods and purposes of private industry. 

This organization proposes compensation for all civilian em- 
ployees leaving the service unvoluntarily, whether due to consolida- 
tions, reorganization, insufficient appropriations or similar causes— 
the compensation to be paid from government funds at the rates of 
one month’s pay for every year of service, the sum to be doubled 
for employees 45 years of age or over; retirement benefits for em- 
ployees over 55 years to be deferred until dismissal benefits are ex- 
hausted or retirement age reached; benefits not be impaired by refusal 
to accept employment not the equivalent of the job lost; dismissal com- 
pensation to be administered by the agency handling the retirement 
funds. 

Government workers have a contractual relationship with the 
government that gives a presumption of permanence of employment. 
For most of the workers a change of residence is required which in- 
volves expense. Compensation in the government is usually lower 


than what is paid for similar services in private industry. The per- 
manence of the relationship and protection against business fluctua- 
tions were in a measure compensations. These conditions make a 
dismissal compensation all the more esssential as a matter of justice. 


Saving vs. Economy is the compass for all governmental 
Economy expenditures. It is currently interpreted as 
meaning about 25 per cent reduction in the 
total amount of the appropriation for each governmental agency. The 
tendency illustrates a rather widespread fallacy of confusing saving with 
economy in our management of public offices. Inactive money does not 
create wealth. Money must be put to work if people are to have 
houses, clothing, food, comforts and services that make for better 
living. Money in use keeps the wheels of production and distribution 
moving so that producers earn an income. So long as money is kept 
within the country, putting it to use—whether in public or private 
undertakings—simply transfers it from one account to another and 
assures the use of materials and labor in work or services that produce 
wealth and income. 
For the coming year it is proposed to reduce appropriations for 
government work to a degree that will displace between 10,000 to 
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15,000 government employees. This number of men and women 
will be added to the unemployed persons whose incomes have vanished 
and who must reduce their expenditures accordingly. The reduction 
in the materials used in government work and the reduced purchasing 
power of those jobless employees, will throw out of work an additional 
army of workers, reducing our national income by at least three times 
the amount “saved” by reducing the appropriations for government 
operations. This is a very sharp challenge of the real economy of this 
saving. 

Another phase of weight is our investment in necessary govern- 
ment services and research. Handicaps through reducing those activi- 
ties will retard economic and social progress for years to come. 

For the District of Columbia it is proposed to curtail actually 
needed construction work and to restrict maintenance work, thereby 
laying off about 5,000 per diem workers. These persons must either 
go away and add to the unemployment of other communities or depend 
upon the District relief. 

A petition by advocates of peace recently presented to President 
Roosevelt, contained this statement: 


‘While millions of people are hungry and homeless and the future 
of children is darkened by want and lack of opportunity, the United 
States is spending nearly $2,000,000 a day for military and naval 
purposes.” 


Though the purpose of this petition is most worthy, it gains no credit 
by ignoring the fact that that two millions daily are spent for labor 
and materials that give work to citizens of this country. Were this 
appropriation taken away at this time, a huge addition would be added 
to our number of unemployed. Work of any kind will relieve the 
hungry and homeless and lighten the future of our children. 

Real economy from the social and economic point of view, is to 
save our civilization and to produce that by which we live. To do this, 
as a nation we must spend—not save. The results of our spending will 
come back increased many fold—adequate for public and private needs. 


Our Central The key to confidence and business recovery lies 
Planning Agency through prices. Prices are affected by our money 

policies as well as by the supply and demand of 
the product itself. Responsibility for formulating and carrying out 
money policies is vested in our Federal Reserve Board. The decisions 
of this Board affect the values of our homes, the prices of stocks and 
bonds, unemployment or employment, the cost of credit, confidence in 
the stability of business. 
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The Federal Reserve System has a committee on open market 
operations which harmonizes the execution of orders of the Treasury 
with the execution of orders for the system. This committee, for the 
system as a whole, buys and sells federal securities, bankers’ accept- 
ances, shorttime Treasury i issues. 

These operations affect credit in this country and abroad. Credit 
affects prices, including wages, interest, mortgage rates. Here then we 
have the key agency that is concerned with economic planning in this 
country. 

This agency has been kept out of partisan politics. So far good. 
But we need to remember that the principles of good money policies 
often run directly counter to policies that make for successful banking. 
In these years of depression, our banks have been under the necessity 
of keeping their assets liquid so as to meet abnormal demands of 
depositors. As a result credit was curtailed and business forced to 
retrench at a time when the welfare of the nation required easy credit. 
Had our Federal Reserve Board carried out successfully its open 
market operations, prices would have gone up, abundant credit would 
have been made available, and deflation checked. 

It is obvious that in addition to keeping the Board free from 
partisan politics, we must be alert to exclude private banking and spec- 
ulative interests. The office of governor of the Federal Reserve Board 
is now vacant. There is no office aside from the Presidency which so 
directly affects the interests of all our people. Our economic welfare 
requires that the person appointed to this office should be a master of 
sound monetary principles and practices—one who will control policies 
in the interests of producers and not for the enrichment of speculative 
bankers. 

We should frankly face the fact that our monetary policies are 
controlled and take steps to have this managed for the best interests 
of all instead of for the privileged few. 

The Federal Reserve Board should be safeguarded not only against 
partisan politics but against private banking interests. 


Justice for Whatever the difficulties of any particular situa- 
Children tion a basic principle of statesmanship is to insure 

our present levels of human capacity and effective- 
ness. Whatever privations adults may have to bear, it is unjust and 
unwise to restrict opportunities for physical, mental and spiritual 
development of our future citizens. We can not defer the physical 
care and education of our children to the future. These needs must 
be met from day to day and year to year as our children develop. A 
grave responsibility rests upon us to make the agencies of child welfare 
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immune against depression and curtailments which other fields can not 
escape. 

Our first obligation is to maintain unimpaired educational oppor- 
tunities for all minors. Already our public school system has felt the 
consequences of the business depression which is the product of our 
inadequate wisdom. It is most unfair to make our children pay for 
our folly through diminished opportunities for self-development. We 
must restore what we have taken from the children and maintain our 
educational facilities. This is our first obligation. 

Our second obligation is to raise the standards of compulsory 
school attendance legislation and regulation of the employment of 
minors. When there are not enough jobs for adults there can be no 
wise reason for employing girls and boys under eighteen years of age. 
Child labor laws should be reenforced by providing double compensa- 
tion for minors injured while illegally employed. 

Our next obligation is to provide adequate appropriation for 
family relief where the income-earners are unemployed. 

Our duty toward the children is a primary responsibility. It is 
plain business sense, for what shall it profit a nation to regain pros- 
perity without citizens competent to carry on? 


30-Hour W eek Bill Since society requires each individual to pay 

for the things he takes, everyone should be 
assured a job to earn a living. It follows then that when the total 
number of man-hours of work decreases, the work-week for individuals 
should decrease proportionately. 

In 1929, the American Federation of Labor urged the universal 
40-hour week, so as to absorb all the unemployed. No action was taken. 
Growing depression steadily lowered the total of man-hours and wiped 
out jobs. 

In October, 1932, a universal 30-hour week would have created 
jobs for 6,500,006 unemployed persons and probably given jobs to 
others indirectly. But no action was taken. 

Between October, 1932 and February, 1933, over 2,000,000 per- 
sons lost their jobs. At that time industries which normally gave em- 
ployment to 25,000,000 persons were employing 15,600,000. They 
were working an average 41-hour week. In February the universal 
30-hour week would have provided work for only 5,700,000 additional 
workers. The rate at which jobs vanished in this period is a fair picture 
of the continued decline in business. The decline continued in March. 

The Black-Connery bill would provide the 30-hour week for min- 
ing, factories and manufacturing. The work time in these industries 
alone shrank by 20,000,000 man-hours, between October and Feb- 





EDITORIALS 459 


- ruary. A 30-hour week would have created only 1,670,000 new jobs. 
In February (latest figures available), 5,840,000 were employed in 
factories and 580,000 in mines. These 6,420,000 persons worked an 
average 37.8-hour week, or 242,700,000 man-hours. A 30-hour week 
would have brought the number of employed persons up to 8,090,000. 

These figures of declining work show the quicksands which were 
engulfing business. Only immediate, concerted and nation-wide action 
can save the situation. 

The Black-Connery bill should be passed promptly. By incor- 
porating the 30-hour principle in its program, the Administration can 
bring powerful influences to bear to make the 30-hour principle 
universal. It is an important element in the program for recovery. 


Home Mortgages The home owners of this country are widely 

scattered individuals who have no way of 
making their troubles known. But a survey of home owners in Sunny- 
side Gardens, Long Island, gives more than a clue to what is taking 
place. Sunnyside is a housing development providing well constructed 
and artistic but comparatively inexpensive homes for about 500 small- 
salaried persons—workers, writers, architects, craftsmen, etc. As 


these home owners constitute a group with a common necessity, they 
undertook to get the facts before the Administration. They formed 
the Consolidated Home Owners Mortgage Committee and asked two 
resident members to make a factual survey. 

The survey showed that average incomes of the home owners 
from wages and business had been reduced 50 per cent, with returns 
from investments negligible; 40 per cent of the families have one or 
more members receiving incomes unemployed at the present time (with 
fourteen months as the average duration of unemployment) ; half of 
these owners have canceled their life insurance and the rest have drawn 
upon life insurance equities up to about one-half of their values; their 
bank deposits have been depleted by 76 per cent; all but 22 per cent of 
the home owners 1928 assets have been depleted; a half of the owners 
of these homes are in a serious financial condition and can not keep 
their homes without help, while another 25 per cent are headed toward 
the same fate. Unpaid doctor and dentist bills have increased 150 per 
cent; other bills 60 days in arrears, 92 per cent; personal borrowing 
has grown 578 per cent; other liabilities, including mortgages, have in- 
creased 177 per cent. 

Values have fallen rapidly while interest and other obligations 
have remained fixed. These citizens who were investing in homes are 
about to become victims of deflation. If such catastrophic disaster has 
overtaken Sunnyside where the full carrying and amortization charges 
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are unusually low, the situation at large among those investing in 
homes is correspondingly more serious. 

Relief to such home owners will be an economical and wise in- 
vestment for our nation. Homeloan provisions to help the home owner 
ought to be set up in short order. Looking to the future our public 
works plans to provide work for the unemployed should include hous- 
ing projects for the small-income family. ‘ By making available at 
reasonable prices, well-built, well-designed homes in an attractive 
environment, we may provide the means for raising the level of home 
life in this country. 


Our Changing For years we have discussed economic plan- 
Economic Structure ning as an academic issue whose practical 

application involved so many difficulties that 
administrative mechanisms were not even considered. Under the stress 
of our desperate emergency we see the shift from uncontrolled initia- 
tive to a planned economy taking place bit by bit. Quick decisions 
are being made on matters that will change the course of our national 
life perhaps permanently. We are putting great power over business 
in the hands of the government or a public representative. Whether 
such changes can give us a better balanced economic and social progress 
we are yet to discover. 

There are, however, a few basic principles that must be the foun- 
dation of any mechanism through which human beings work together. 
The first of these is the right of representation—representation of 
their own choosing. No individual or group of individuals is om- 
niscient nor blessed with such wisdom as not to need the advice of 
those experienced in those fields for which decisions are to be made. 
That experience can be organized and transmitted only by organiza- 
tion of those working in the fields affected. Planning that sets the 
rules should be developed in a way that assures representation to 
those concerned. 

In our emergency provisions and controls we set up for economic 
undertakings, we must be mindful not only of the economic problems 
but of the human agency carrying on the project and the human pur- 
pose business is intended to serve. We realize the desperateness of 
the present situation. Just as desperate illness may necessitate an 
operation, so abrupt and drastic measures are necessary in some in- 
dustries. But all measures should be determined in the light of the 
lessons of human history. The economic period may change—indeed 
has changed under the influence of power production. While we must 
revise and amend our economic practices, it must be with wise regard 
for the constant purpose of human destiny—freedom for a steady 
progress. 
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Simply handing over our problems to some dictator will not make 
for permanent progress. We need to work out the political and 
economic agencies by which we may have prompt and discriminating 
decision of policy with responsibility to those whose welfare is con- 
cerned. 

The fact that we have developed mass production work in associ- 
ated groups and benefit by interrelated advances, means that we must 
work out the technique of group activity. We must control and 
regulate mass activity in the interest of those concerned. This means 
to develop the technique of representation and the use of the expert 
by all groups. 

In our desperation let us do nothing to foster domination upon 
future generations. 


How Do You There are a great many more ways of voting than 
Vote in Clothes? at the ballot box. We are daily influencing policies 
and undertakings that vitally affect our daily lives. 
One way we vote in these matters is in spending our money. Spend- 
ing money involves a varied responsibility. In addition to getting it 
under right conditions, we must spend it in a way that befits us best. 


As our incomes have shrunk as the depression dragged business 
further and further downward, we have welcomed lower prices of 
the things we buy. Lower prices in clothing have been most welcome. 
Clothing for both men and women can be bought for what seems less 
than the cost of materials. The reason is not hard to find. Sweat- 
shops have returned. Disgusting and dishonest conditions prevail 
such as the unions vanquished twenty-five years ago. The result is 
misery and exploitation for the workers and bankruptcy of the legiti- 
mate industry. 

In an effort to escape standards fixed’ by law and organized in- 
dustries for the protection of consumers and the advancement of the 
industry, subcontractors commute to localities where regulations and 
administration is poorly organized and set up temporary workshops 
and hire workers at depression wages or less. Often sanitary condi- 
tions are revolting. There are many instances or revivals of outlawed 
practices of stealing from the workers—refusal to pay under pretext 
of imperfections or disappearance of the shops with wages unpaid. 

The danger of insanitary and demoralizing production conditions 
menaces the higher-priced clothing equally with the cheaper. The 
only protection for the consumer would be a label guaranteeing stand- 
ards of work and business. To buy the products of sweatshop labor 
is to vote profits to an industrial racketeer who deliberately plans to let 
the community maintain his employees. Such a label can be made 
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effective by the cooperation of producers, workers, retail associations 
and consumers. The intelligent buyer who wants to vote against a 
low-wage industry which would undermine the higher-wage industries 
where the buyer or the income-earning members of his family worked, 
would ask for a label which would tell him or her whether his money 
was spent to sustain prosperity or depression. No industry can 
maintain wages and profits if other industries are undercutting. 

Whenever possible trade-unionists should see to it that their 
wages are used as a vote for strengthening the union movement and 
the advancement of workers interests. 


LINES FROM GEORGIQUES CHRETIENNES 


This day, O Father, give us daily bread, 

For without Thee, our wit and goods are sped. 
Thou, teaching well, dost superintend the care 
Of kneading fingers, crossed as if in prayer— 
And drawest from the breathless worker’s sigh 
The words of love which halting poets try. 
Our Father of Heaven, this humble folk is Thine; 
Be for them every one an overseer benign. 
Father of harvesters, here is Thy sickle lying— 
To Thee, like fields of wheat, are families dying. 
Father of millers, here is Thy strong mill— 
This turning world, the which like grains we fill. 


FRANCIS JAMES GRAMMES (1868- ), 
From the French by George N. Shuster. 
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PHYSICIANS, INSURANCE COMPANIES AND 
INJURED WORKERS 


Harry WEIss 


University of Wisconsin 


that it is impossible for injured 

workers to obtain a fair deal un- 
der our compensation laws so long 
as they are treated and diagnosed by 
doctors hired by employers and in- 
surance companies. Although work- 
ers have long felt this to be true, it 
has been hard to bring convincing 
proof to the attention of legislative 
committees. That proof is now avail- 
able. It is contained in the recent 


Feta years Labor has contended 


report of the New York committee 
which made a thorough investigation 
of medical problems in connection 


with Workmen’s Compensation In- 
surance. The report was made to 
Governor Roosevelt just before he 
left office to take over the Presidency. 

Before discussing the report proper, 
several observations are pertinent. 
First of all, it was not made by a com- 
mittee which could possibly benefit by 
muckraking activities of a sensational 
character. There were twenty mem- 
bers on the committee, of whom seven 
were outstanding physicians of New 
York. Among the others were such 
eminently respectable men as Vincent 
Astor, Marshall Field, and the chair- 
man, Howard S. Cullman. Secondly, 
it is significant that the report was 
passed unanimously by the subcom- 
mittee on medical problems and by 
the entire committee with the single 
dissenting vote of Mr. Charles Deck- 
elman of the Travelers Insurance 
Company. And finally, it can be 


stated that the significance of the re- © 
port is not restricted to New York 
State. Insurance companies are cer- 
tainly no worse in New York than 
elsewhere. In fact, for the most part 
they are the same companies that do 
business throughout the country. And 
when one considers that the adminis- 
tration of the New York compensa- 
tion act is certainly above the average 
for the country, one can be confident 
in the feeling that the abuses and dis- 
honest practices found in New York 
must be prevalent in most states that 
do not have exclusive state funds 
writing compensation insurance. 

In New York, as in most states, the 
employer has the right to choose the 
physician for the injured workers. 
This means, in most cases, the in- 
surance company, for, if the employer 
insures, the insurance company gener- 
ally takes over the medical treatment 
of his workers. The worker has a 
right to get his own doctor if he does 
not feel the insurance company doctor 
is treating him fairly, but it must be at 
his own expense. Where the medical 
testimony conflicts the department of 
labor occasionally requests both sides 
to allow the patient to be examined 
by an “impartial specialist” selected 
by the department. The first part of 
the committee’s report was based on 
a study of all cases which were re- 
ferred to impartial specialists during 
a period of eighteen months. 
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Before taking up the analysis of 
these cases, the importance of the 
doctor to a properly functioning com- 
pensation system should be empha- 
sized. It is he who decides whether 
the injury he treats was caused by an 
accident that occurred during the 
course of employment. In the ordi- 
nary cases, this is of course obvious, 
but in the serious cases where the 
worker may be suffering from ail- 
ments that are not so obvious the doc- 
tor’s testimony is vitally important. 
It is also on the doctor’s analysis of 
the extent of an injury that the 
amount of compensation the worker 
is to receive is determined. Thus, if 
the doctor is biased against the 
worker, he becomes a dangerous ele- 
ment to the proper working of the 
compensation act. 

The most important question to be 
determined from the twenty-two cases 
which were examined by an impartial 
specialist was whether the worker was 
entitled to compensation for the in- 
jury from which he was suffering. Did 
the insurance company doctors give 
a fair interpretation as to whether 
the injury was caused by an accident 
“arising out of and in the course 
of employment”? The answer was 
clearly “no” in a great majority of 
cases. In only three of the twenty- 
two cases did the insurance company 
doctors admit the worker was entitled 
to compensation. In one other case 
the insurance company doctors dis- 
agreed. Out of the eighteen cases in 
which the insurance company doctors 
denied, “either expressly or tacitly,” 
the right of the worker to compensa- 
tion, the impartial specialist found 
him wrong in twelve cases. In other 
words, the impartial specialist detided 
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that in twelve of these eighteen cases 
the worker was entitled to compensa- 
tion. The impartial specialist agreed 
with the insurance company doctors 
in only three out of the eighteen cases. 
In the other three, he was doubtful. 
One of the reasons for the doubt was 
that the insurance company doctors 
delayed so long in sending the patients 
to the impartial specialist that the 
latter found it difficult to diagnose the 
case properly. “By this procedure 

. . the carriers prolong litigation 
and stave off impartial examination 
for considerable periods.” The con- 
clusion is clear that in a vast majority 
of doubtful cases the insurance 
company physicians unjustly decide 
against the worker. 

It is interesting to note that in one 
of the three cases where the insurance 
company doctor admitted the right of 
the worker to compensation, “the re- 
port of the carrier’s specialist was 
withheld from the department for one 
year and ten months, or until after 
the claimant was sent to the impartial 
specialist.” What happened, in “plain 
English,” was that the insurance com- 
pany realized the case was too “raw” 
to get away with and sent in the re- 
port, two years late, which admitted 
the worker was entitled to compen- 
sation. : 

In addition to denying the right to 
compensation in doubtful cases, the 
insurance company doctors save their 
employers money by sending their 
patients back to work before they have 
fully recovered. If the worker objects, 
the doctor claims that he is “faking” 
injury, or rather the term usually used 
is “malingering,’’ which means that 
the worker pretends he is unable to 
work when he actually is able. The 
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impartial specialist found only three 
cases out of twenty-two in which he 
felt the worker was “malingering.” 
On the other hand, the insurance com- 
pany physicians “accused the claim- 
ant of faking in seven cases” out of 
the ten in which they expressed an 
opinion. In one additional case, the 
insurance doctors were divided. 

The report discusses these cases in 
some detail. I will cite just one case 
because it is through a specific illustra- 
tion that we may visualize the tragic 
effects of this bias of insurance com- 
pany physicians. In one of these cases 
the worker had fallen down an eleva- 
tor shaft for five stories, and only 
regained consciousness in a hospital. 
The hospital’s diagnosis was a frac- 
tured skull, fractured scapula and con- 
cussion of the brain. The physician 


in a clinic to which the worker was 
sent by the insurance carrier reported 


two months after the accident that 
the shoulder and elbow were now all 
right and the patient was ready to re- 
turn to work. He made no mention 
of the head injury. Three weeks after 
this advice was given the worker 
fainted away while waiting for his 
case to be heard by the department of 
labor. The injured man was never 
able to work again and in 1932 was 
declared by an impartial specialist to 
be totally disabled for life. And the 
insurance company doctor tried to get 
him to return to work two months 
after the accident occurred. 

In view of the “inevitable bias” of 
these physicians who are hired to pro- 
tect the insurance company’s inter- 
ests, the committee was surprised that 
more workers did not choose their 
own doctors. The answer is quite 
simple. In the first place, the worker 
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would have to pay him. In the sec- 
ond place, the average worker does 
not know enough about physicians to 
select the best one and when the em- 
ployer tells him to go to such and such 
a doctor he is likely to do so. More- 
over, he does not realize he is going 
to need a physician until it is practi- 
cally too late. In only ten of the 
twenty-two cases examined did the 
worker have his own medical testi- 
mony. It is to be expected that such 
testimony will always be in the work- 
er’s favor since the pay of the doctor 
depends upon the worker winning his 
case. 


Commercial Clinics 


The greater part of the report of 
the committee is taken up with the 
practices of medical clinics. These are 
of two kinds. One type is the com- 
mercial clinic which pretends to serve 
the injured claimant. The other is 
the clinic maintained by the insurance 
company to treat the workers of the 
employers insured with it. Both are 
roundly condemned by the report and 
the abolition of both is recommended. 

The commercial clinics were found 
to be nothing more than “rackets.” 
The evidence also indicated that they 
served the interests of employers 
rather than the injured workers. One 
way this was done was to frame the 
reports of the accident so as to make 
it appear that the employer was not 
liable for compensation. The story 
of one of these large private clinics is 
well worth telling for it illustrates the 
character of all of them and should 
be a clear warning to workers to stay 
away from them. 

The man at the head of a broker- 
age company which places compensa- 
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tion insurance organizes an employ- 
er’s association, “purposes unknown.” 
This broker then establishes clinics at 
convenient locations and gets prom- 
ises from the members to send their 
injured workers to the clinics for 
treatment. As an additional induce- 
ment, he offers to make out their re- 
ports for the department of labor. 
Presumably they promise to make out 
the reports to the best interests of the 
employer, which necessarily means to 
the worst interest of the injured 
worker. The broker hires incompe- 
tent and inexperienced physicians for 
as little as $100 a month. Sometimes 
they are not graduates of accredited 
institutions. The broker also shares 
his office with an attorney who in this 
way gets the job of representing 
many of the claimants. Obviously he 
gets some rake-off for the cases he 
directs to this attorney. 

An injured worker comes to the 
clinic upon the suggestion of his em- 
ployer or a friend. He may be treated 
by a nurse who never had any train- 
ing or even by the office boy. The 
clinic delays the report of the case 
until the patient is recovered so that 
he can not be examined by another 
physician who might disagree with 
the diagnosis of the case. Sometimes 
the reason for the delay is that the 
clinic is pulling the wool over the em- 
ployer. This is done by getting a 
stool-pigeon of the clinic a job with an 
employer and somehow he manages 
to get hurt after working an hour or 
two. This means more business for 
the clinic, which makes the case ap- 
pear more serious than it actually was 
and therefore puts in a nice bill for 
medical services. In one such case, 
an employer found a girl, whom he 
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had hired as dressmaker and who had 
gotten hurt, working as nurse for the 
clinic shortly afterwards. 

About once a week the doctors go 
over to the main office to sign already 
prepared reports of the accident. 
These the doctors sign without read- 
ing and they often sign reports on 
cases which other doctors or nurses or 
the office boy treated. What kind of 
reports have been concocted as to how 
the accident occurred and the extent 
of the injury he does not even read to 
find out. These matters are of course 
important in determining whether the 
worker should receive compensation 
and, if so, how much. When the 
worker recovers, a bill that is fre- 
quently ‘“‘padded”’ is sent to the em- 
ployer or insurance carrier concerned. 

The conclusion of the committee is 
clear and unmistakable with regard to 
these clinics: 


“The flagrant fraud and corruption 
shown in these cases clearly bring out 
the dangers inherent in a system which 
permits such social legislation as the 
compensation law to be used as a 
new era for profit making. . . . 
Such profit-making clinics have noth- 
ing to offer to the sound administra- 
tion of the law and their continuance 
is resulting in continuous fraud on 
both the workers and the industries 
of the state.” 


It may be interjected that this ap- 
plies to all profit-making aspects of 
our compensation systems. 


Insurance Company Clinics 


Although the committee did not 
find the insurance company clinics to 
be so poorly housed or equipped as 
the commercial clinics, it made ‘“‘two 
fundamental criticisms of their work.” 
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The first is the “inevitable bias” of 
the physicians “employed to protect 
the interests of the insurance com- 
panies.” The committee points out 
that though “individual physicians are 
honest, the heads of these clinics can 
rarely afford to forget that a good 
showing invelves keeping costs down 
by getting men back to work as soon 
as possible and by establishing in 
doubtful cases that the industrial acci- 
dent and the subsequent disability are 
not related.” The second criticism 
was based on the “psychological effect 
on the injured worker, who must go to 
the same place for treatment that\ 
houses the work done in the investiga- 
tion and contesting of his claim.” The 
worker can not help but feel that his 
case is being determined by persons 
with a bias against him. That this 
feeling is fully justified is brought out 
by the previous discussion. 

The investigation revealed the in- 
teresting practice of insurance clinics 
providing full medical treatment in 
cases in which the company is plan- 
ning to deny the right of compensa- 
tion. This may seem like generosity 
on their part, but the report points 
out that often the purpose “is con- 
sciously to keep all the medical proof 
under the control of the insurance 
company.” Since a worker’s right to 
compensation often depends vitally 
on his getting favorable medical testi- 
mony, the insurance companies are in 
a position to win many claims because 
they have all the medical evidence on 
their side. By the time the worker 
realizes the doctor’s testimony is go- 
ing to be against him, it is too late to 
get his own physician to dispute the 
testimony of the insurance company 
doctors. 
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Another interesting technique for 
“gyping” injured workers is charged 
against both insurance and commercial 


‘clinics. This is the practice of giving 


medical treatment for a longer period 
than the worker is incapacitated ac- 
cording to their reports. They in- 
form the commission and the em- 
ployer that Case A is able to work on 
the first of May, for example. They 
do not tell Case A that he is ready 
to go to work but continue to treat 
him until he is healed, which may be 
on the 15th of May or even later. 
Case A is then amazed to find that he 
does not receive compensation for 
the weeks he was injured after the 
first of May. Of course he protests 
to the commission. But it is too late 
for him to show that he was injured 
until the 1 5th for his injury has healed 
by this time. Though he has the 
right of getting his own doctor to 
testify at the hearing, he only discov- 
ers the need for one after it is too late. 
In this way workers are often cheated 
out of several weeks of compensation. 

The role of the doctor in this en- 
tire situation is a “most unfortunate 
one.” The basic reason is that he is 
expected not only to be a doctor but 
an investigator and lawyer for the 
insurance company as well. A terrible 
illustration of a doctor who takes his 
legal duties seriously is given in the 
report. This was the case of a neurol- 
ogist who wrote to the self insurer 
who hired him telling the employer to 
put back to work an injured worker 
and to fire him after the case was 
settled, since “he may develop further 
psychotic symptoms and ultimately 
require hospitalization.” In other 
words, fire him because he may cost 
you a lot more money. This was a 
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case of a sixteen-year-old office boy 
earning $8 a week at the time of in- 
jury. 
Conclusions 

The most significant conclusion of 
the committee is that the cost of work- 
men’s compensation is a production 
cost which is passed on to the con- 
sumer and therefore “there is . 
no reason why the employer or in- 
surance company should be allowed 
‘the rdle of the philanthropist dis- 
pensing medical aid.”’ It can also be 
said that a legitimate part of each 
worker’s wages is his right to ade- 
quate medical treatment and compen- 
sation benefits.” In short, there is no 
sound reason for allowing the em- 
ployer and insurance company to 
choose the physician to treat the in- 
jured worker. The committee sug- 
gests, therefore, that the workers be 


allowed to select the physician from 
a panel of physicians licensed by a 
state body, such as the regents. The 
panel would be filled by nominating 
committees representing wide inter- 


ests. The committee also recom- 
mends the appointment of a grievance 
committee to hear complaints against 
the physicians and the granting to the 
regents the power to remove physi- 
cians from the panel on recommenda- 
tion of the grievance committee. Aside 
from this recommendation for a new 
system for selection of physicians, the 
most important recommendations are 
for the abolition of both commercial 
and insurance company clinics. 

It is probable that if the recom- 
mendations of the committee were 
adopted, the evils brought out in the 
report would be reduced somewhat. 
Hence Labor should use this report to 
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demand the right of selection of phy- 
sicians throughout the country. One 
might raise the question, however, as 
to whether the recommendations go 
to the heart of the evils, namely the 
presence of profit-seeking organiza- 
tions in the field of a social insurance 
system. Even though the worker 


‘does have the choice of the panel, he 


is not likely to know anything about 
the physicians. What can he do but 
take the advice of his employer as to 
what doctor to go to? Moreover, 
the employer may easily use his 
power of “persuasion” or “coercion” 
(whichever term you prefer) to that 
end. And then what would happen if 
the physician acted fairly in treating 
injured workers? First of all, the 
insurance company adjuster would try 
to make up for any liberality of the 
doctor. There is considerable testi- 
mony from administrators of work- 
men’s compensation to the effect that 
they are quite successful in depriving 
injured workers of part of their com- 
pensation. (See for example the Pro- 
ceedings of the 1929 meeting of the 
International Association of Indus- 
trial Accident Boards and Commis- 
sions.) In the second place, the in- 
surance companies would contest more 
and more cases and would present 
medical testimony in opposition to the 
findings of the physician chosen by the 
worker. In other words, the system 
would mean more and more litigation 
with all the delay and expense which 
litigation entails. Workmen’s com- 
pensation laws were adopted largely 
to do away with the litigation under 
employer’s liability but it seems that 
more and more the worker must have 
his own doctor and lawyer in order to 
obtain the benefits provided by law. 





NEGRO CABIN 


In short, it is not physicians as 
physicians that are a menace to our 
compensation systems. It is the evil 
influence that profit-seeking insurance 
carriers exert over the physicians 
which make the latter a dangerous 
element at the present time. It is 
perhaps a good thing to try to remove 
the physicians from the influence of 
the private insurance carriers. But 
is not the basic solution to rid the com- 
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pensation system of the profit-seeking 
carriers? That the committee recog- 
nizes this may be the only permanent 
solution is indicated by their remark 
closing its list of recommendations: 


“We ask also consideration of the 
advantages and disadvantages of an 
exclusive state fund to write work- 
men’s compensation insurance in the 


State of New York.” 


NEGRO CABIN 
Old and black, there in her cabin door 


She sits and peers without. 


Cats play on the floor, 


A mangy hound lies dozing at her feet; 
The tiny room is bare, but clean and neat, 
There is no window in the walls, but cracks 
Let in the light of day. Worn cotton sacks 
Are spread upon her bed for coverlet; 

But outside, where her dim eyes look, have met 
Color and fragrance of a summer day. 

The little yard is filled with flowers, gay 
With hollyhock, with mignonette and phlox, 
The wild verbena trails across the rocks 
Her feeble hands have piled into a mound, 
Geraniums bloom in rusty cans around 


Her tiny portico. 


For her, life holds 


No hope of betterment. Each day unfolds 


The same. 


Yet, though in bitter poverty, 


Her soul is always beauty’s devotee. 


EpitH TATumM. 
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Dissenting Opinion of Mr. Justice Brandeis in Liggett Co. et al. vs. 
Lee et al. (Some legal references omitted) 


N MY opinion, the judgment of the 
Supreme Court of Florida should 
be affirmed. 

Florida Laws, 1931, Chapter 
15,624 is legislation of the type popu- 
larly called Anti-Chain Store Laws. 
The statute provides for the licensing 
of retail stores by the state, the coun- 
ties and the municipalities—a system 
under which large revenues may be 
raised. But the raising of revenue is 
obviously not the main purpose of the 
legislation. Its chief aim is to protect 
the individual, independently-owned, 
retail stores from the competition of 
chain stores. The statute seeks to 
do this, by subjecting the latter to fi- 
nancial handicaps which may conceiv- 
ably compel their withdrawal from the 
state. An injunction against its en- 
forcement is sought on the ground that 
the law violates rights guaranteed by 
the Federal Constitution. 

The Florida law is general in its 
terms. It prohibits the operation, 
after September 30, 1931, of any re- 
tail store without securing annually a 
license; and provides, among other 
things, for annual fees which are in 
part graduated. If the owner oper- 
ates only one store the state fee is $5; 
if more than one, the fee for the ad- 
ditional stores rises by step increases, 
dependent upon both the number oper- 
ated and whether all operated are 
located in a single county. The high- 
est fee is for a store in excess of 75. 
If all of the stores are located in a 
single county, the fee for each store in 
excess of 75 is $40; if all are not lo- 


cated in the same county the fee is 
$50. Under this law, the owner of 
100 stores not located in a single 
county pays for each store operated, 
on the average, $33.65; and if they 
were located in a single county the 
owner would pay for each store, on 
the average, $25.20. If the 100 
stores were independently owned (al- 
though operated cooperatively as a 
so-called “voluntary chain”) the an- 
nual fee for each would be only $5. 
The statute provides that the licenses 
shall issue to expire on September 
30th of each calendar year. This suit 
was begun September 30, 1931. The 
first license year had expired before 
the case was heard in this court. 

In its main features, this statute 
resembles the Indiana law discussed 
in Tax Commissioners v. Jackson, 283 
U. S. 527. For the reasons there 
stated, the court sustains like provi- 
sions in the Florida statute. But it 
declares arbitrary, and hence invalid, 
the novel provision imposing heavier 
license fees where the multiple stores 
of a single owner are located in more 
than one county, because it is “unable 
to discover any reasonable basis for 
this classification.” ‘There is nothing 
in-the record to show affirmatively 
that the provision may not be a rea- 
sonable one in view of conditions pre- 
vailing in Florida. Since the pre- 
sumption of constitutionality must 
prevail in the absence of some factual 
foundation of record for overthrow- 
ing the statute, its validity should, in 
my opinion, be sustained. O’Gorman 
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& Young, Inc. v. Hartford Insurance 
Co., 282 U. S. 251, 257-8; Railway 
Express Agency V. Virginia, 282 U.S. 
440, 444; Hardware Dealers Mutual 
Fire Ins. Co. v. Glidden Co., 284 
U. S. 151, 158; Boston & Maine R. 
Co. v. Armburg, 285 U. S. 234, 240; 
Lawrence v. State Tax Commission, 
286 U. S. 276, 283. 

There is, however, another ground 
on which this provision should be, 
and the whole statute could be, sus- 
stained—a ground not considered in 
the Jackson case and not pertinent 
there. Jackson was an individual. 
The plaintiffs here are all corpora- 
tions. Though the provisions of the 
statutes in the two states are similar, 
certain rules of law applicable to the 
parties to the litigation are different. 

The plaintiffs are thirteen corpora- 
tions which engage in Florida exclu- 


sively in intrastate commerce. Each 
(except one) owns and operates a 
chain of retail stores within the state 
and some operate stores in more than 
one county. Several of the plaintiffs 
are organized under the laws of Flor- 
ida; the rest under the laws of other 


states. No claim of discrimination as 
between the foreign and domestic 
corporations is made, compare South- 
ern Ry. Co. v. Greene, 216 U. S. 400; 
Hanover Fire Insurance Co. v. Hard- 
ing, 272 U. S. 494; nor could it be, 
since the statute affects both classes 
of corporations alike. The suit is 
brought as a class suit, for the benefit 
of all merchants similarly situated who 
may desire to avail themselves thereof. 
From certain allegations in the bill it 
may be inferred that there are at least 
two natural persons within the state 
who own and operate more than one 
store. But as no such person has in- 
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tervened in the cause, we have no oc- 
casion to enquire whether the  dis- 
crimination complained of would be 
fatal as applied to natural persons. 
The plaintiffs can succeed only if the 
discrimination is unconstitutional as 
applied to them; that is, as applied to 
corporations. One who would strike 
down a statute must show not only that 
he is affected by it, but that as applied 
to him it exceeds the power of the 
state. This rule, acted upon as early 
as Austin v. The Aldermen, 7 Wall. 
694, and definitely stated in Super- 
visor V. Stanley, 105 U. S. 305, 314, 
has been consistently followed since 
that time. Compare Standard Stock 
Food Co. v. Wright, 225 U. S. 540, 
550; Darnell v. Indiana, 226 VU. S. 
390, 398; Roberts & Schaefer Co. v. 
Emmerson, 271 U. S. 50, 54-55; 
Liberty Warehouse Co. v. Burley To- 
bacco Growers’ Cooperative, 276 
U. S. 71, 88. For the reasons to be 
stated, the discrimination complained 
of, and held abitrary by the court is, 
in my opinion, valid as applied to cor- 
porations. 

First. The Federal Constitution 
does not confer upon either domestic 
or foreign corporations the right to 
engage in intrastate commerce in 
Florida. The privilege of engaging 
in such commerce in corporate form is 
one which the state may confer or may 
withhold as it sees fit. Compare 
Railway Express Agency Vv. Virginia, 
282 U. S. 440. See Pembina Mining 
Co. v. Pennsylvania, 125 U. S. 181, 
184-5, 186; Horn Silver Mining Co. 
v. New York, 143 U. S. 305, 314; 
Hemphill v. Orloff, 277 U. S. 537, 
548. Florida might grant the priv- 
ilege to one set of persons and deny 
it to others; might grant it for some 
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kinds of business and deny it for 
others; might grant the privilege to 
corporations with a small capital 
while denying it for those whose cap- 
ital or resources are large. Or, it 
might grant the privilege to private 
corporations whose shares are owned 
mainly by those who manage them and 
to corporations engaged in coopera- 
tive undertakings, while denying the 
privilege to other concerns called pri- 
vate, but whose shares are listed on a 
stock exchange — corporations fi- 
nanced by the public, largely through 
the aid of investment bankers. It 
may grant the privilege broadly, or 
restrict its exercise to a single county, 
city or town, and to a single place of 
business within any such subdivision of 
the state. 

Whether the corporate privilege 
shall be granted or withheld is always 
a matter of state policy. If granted, 
the privilege is conferred in order to 
achieve an end which the state deems 
desirable. It may be granted as a 
means of raising revenue; or in order 
to procure for the community a public 
utility, a bank or a desired industry 
not otherwise obtainable; or the 
reason for granting it may be to pro- 
mote more generally the public wel- 
fare by providing an instrumentality 
of business which will facilitate the es- 
tablishment and conduct of new and 
large enterprises deemed of public 
benefit. Similarly, if the privilege is 
denied, it is denied because incidents of 
like corporate enterprise are deemed 
inimical to the public welfare and it is 
desired to protect the community from 
apprehended harm. 

Here we are dealing only with in- 
trastate commerce. Compare Carley 


& Hamilton, Inc. v. Snook, 281 U. S. 
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66, 71. Since a state may fix the price 
for the privilege of doing intrastate 
commerce in corporate form, and the 
corporation is free to accept or reject 
the offer, the state may make the price 
higher for the privilege of locating 
stores in two counties than in one. 
Can it be doubted that a state, being 
free to permit or to prohibit branch 
banking, would be at liberty to exact 
a higher license fee from banks with 
branches than from those with only a 
single place of business; that it might 
exact a higher fee from those banks 
which have branches in several coun- 
ties than it does from those whose 
branches are all within a single 
county; and that it might do so with- 
out obligation to justify, before some 
court, the reasonableness of the dif- 
ference in the license fees? The 
difference made by Florida in exacting 
a higher license fee for those con- 
cerns which do business in more than 
one county is similar in character to 
that suggested. 

If the Florida statute had stated 
in terms that the license fee was ex- 
acted as compensation for the privi- 
lege of conducting multiple stores in 
corporate form, it seems clear that no 
corporation could successfully chal- 
lenge its validity. Compare Horn 
Silver Mining Co. v. New York, 143 
U. S. 305; Kansas City Ry. Co. v. 
Kansas, 240 U. S. 227; Nebraska ex 
rel. Beatrice Creamery Co. v. Marsh, 


1In only nine states is state-wide branch banking per- 
mitted: Arizona, California, Delaware, Maryland, North 
Carolina, Rhode Island, South Carolina, Vermont and Vir- 
ginia. Of these, all except South Carolina and Maryland 


require the authorization of the appropriate state officer. 
Federal R Bulletin, April, 1930, pp. 258-266; 


eserve 
id., July, 1932, pp. 455-458. Co rohibited the es- 
tab f ional 


656-659. The law of that year authorized 

within the same city; and only if the state laws so per- 
mitted. Act of February 25, 1927, 44 Stat. 1224, 1228, 
c. 191, § 7. Compare Act of February 25, 1933. 
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282 U.S. 799. And since the state 
had the power so to do, the mere 
failure to state that such was the na- 
ture of the exaction does not render it 
invalid. Compare Castillo v. McCon- 
nico, 168 U. S. 674, 683. Nor does 
the fact that the plaintiffs had been ad- 
mitted to the state prior to enactment 
of the statute. A state which freely 
granted the corporate privilege for 
intrastate commerce may change its 
policy. It may conclude, in the light 
of experience, that the grant of the 
privilege for intrastate commerce is 
harmful to the community and may 
decide not to grant the privilege in 
the future. It may go further in the 
process of exclusion. It may revoke 


privileges theretofore granted, com- 
pare Hammond Packing Co. v. Ar- 
kansas, 212 U.S. 322, 343; Crescent 
Oil Co. v. Mississippi, 257 U. S. 129, 


since, in the absence of contract, there 
is no vested interest which requires 
the continuance of a legislative policy 
however expressed — whether em- 
bodied in a charter or in a system of 
taxation. Citizens’ Savings Bank v. 
Owensboro, 172 U. S. 636, 644; 
Texas & N. O. R. R. Co. v. Miller, 
221 U. S. 408, 414-415; Erie R. R. 
Co. v. Williams, 233 U. S. 685, 701; 
Cheney Bros. Co. v. Massachusetts, 
246 U.S. 147, 157. Compare Louis- 
ville Bridge Co. v. United States, 
242 U. S. 409. 

If a state believes that adequate 
protection against harm apprehended 
or experienced can be secured, with- 
out revoking the corporate privilege, 
by imposing thereafter upon corpora- 
tions the handicap of higher, discrim- 
inatory license fees as compensation 
for the privilege, I know of nothing 
in the Fourteenth Amendment to pre- 
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vent it from making the experiment. 
The case at bar is not like those where 
a restriction upon the liberty of the 
individual may be attacked by show- 
ing that no. evil exists, or is appre- 
hended, or that the remedy provided 
can not be regarded as appropriate 
to its removal. Nor is the case like 
those where a state regulation or state 
taxes burden interstate commerce. 
Compare Welton v. Missouri, 91 
U. S. 275; Robbins v. Shelby County 
Taxing District, 120 U.S. 489; Cald- 
well v. North Carolina, 187 U. S. 
622, 626; Davis v. Farmers Coopera- 
tive Equity Co., 262 U.S. 312; Buck 
v. Kuykendall, 267 U.S. 307. Cases 
like Western Union Telegraph Co. v. 
Kansas, 216 U.S. 1; Looney v. Crane 
Co., 245 U.S. 178; Terral v. Burke 
Construction Co., 257 U.S. 529, have 
no application to the situation here 
discussed. 

Whether the citizens of Florida are 
wise in seeking to discourage the oper- 
ation of chain stores is, obviously, a 
matter with which this court has no 
concern. Nor need it, in my opinion, 
consider whether the differences in li- 
cense fees employed to effect such dis- 
couragment are inherently reasonable, 
since the plaintiffs are at liberty to 
refuse to pay the compensation de- 
manded for the corporate privilege 
and withdraw from the state, if they 
consider the price more than the privi- 
lege is worth. But a review of the 
legislation of the several states by 
which all restraints on corporate size 
and activity were removed, and a con- 
sideration of the economic and social 
effects of such removal, will help to an 
understanding of antichain store laws; 
and will show that the discriminatory 
license fees prescribed by Florida, 
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even if treated merely as a form of 
taxation, were laid for a purpose 
which may be appropriately served 
by taxation, and that the specific means 
employed to favor the individual re- 
tailer are not constitutionally objec- 
tionable. 

Second. The prevalence of the 
corporation in America has led men of 
this generation to act, at times, as if 
the privilege of doing business in cor- 
porate form were inherent in the cit- 
izen; and has led them to accept the 
evils attendant upon the free and un- 
restricted use of the corporate mech- 
anism as if these evils were the in- 
escapable price of civilized life and, 
hence, to be borne with resignation. 
Throughout the greater part of our 
history a different view prevailed. Al- 
though the value of this instrumental- 
ity in commerce and industry was 
fully recognized, incorporation for 
business was commonly denied long 
after it had been freely granted for 
religious, educational and charitable 
purposes.” It was denied because of 
fear. Fear of encroachment upon the 
liberties and opportunities of the in- 
dividual. Fear of the subjection of 
labor to capital. Fear of monopoly. 
Fear that the absorption of capital by 
corporations, and their perpetual life, 
might bring evils similar to those 
which attended mortmain.* There 
was a sense of some insidious menace 
inherent in large aggregations of capi- 
tal, particularly when held by corpora- 
tions. So at first the corporate privi- 
lege was granted sparingly; and only 
when the grant seemed necessary in 
order to procure for the community 
some specific benefit otherwise unat- 
tainable. The latter enactment of gen- 
eral incorporation laws does not sig- 


nify that the apprehension of cor- 
porate domination had been over- 
come. The desire for business ex- 
pansion created an irresistible demand 
for more charters; and it was be- 
lieved. that under general laws em- 
bodying safeguards of universal ap- 
plication the scandals and favoritism 
incident to special incorporation could 
be avoided. The general laws, which 
long embodied severe restrictions upon 
size and upon the scope of corporate 
activity, were, in part, an expression 
of the desire for equality of oppor- 
tunity.* 

(a). Limitation upon the amount 
of the authorized capital of business 
corporations was long universal. The 
maximum limit frequently varied with 
the kinds of business to be carried on, 
being dependent apparently upon the 
supposed requirements of the efficient 
unit. Athough the statutory limits 


See Joseph S. Davis, m4 in the Earlier Hi 
Corporations, Vol pp. 16-18, 308, 309. New 
a general law for some 
itting incorporation for : By, is50" ay hhad 
mi tion for a limi ness purpose 
become common; and after 1875 extension of the privilege 
to every lawful business became so 
It was doubtless ethan of this, that the earlier stat- 
utes limited the life of corporations to fixed terms of 
20, 30 or 50 years. See the statutes cited in subsequent 


The power of tures to grant special charters was 
sometimes strictly limited, even before the adoption of 
constitutional amendments withdrawing that power entirely. 
Thus the New York constitution ted in convention 
in November, 1821, and by ular vote in January, 1822, 
required the assent of, two-th of each house for any 

act “creating, con altering a renewing any 7 wy 

Ry S~ e “Art, 7, § 9: L. 1822-24, p. x. Sim 

provisions - included in the “Delaware constitution 
of 1831, Art. § 17; in the Florida constitution of 
1838, Art. 3, 2 (with an additional requirement of 
three months’ public notice); and in the Michigan con- 
stitution of 1835, Art. 12, § 2. The Rhode Island con- 
stitution of 1842, Art. 4, § 17, required a bill Ah a 
corporate charter to be continued to the next 
The constitution of Illinois, adopted in rr provided 
that no act authorizing the formation corporation 
wtih banking powers should be effective Ae ratified by 
vote—Art. X, § 5; and a similar provision was 
Tea in the constitution of Wisconsin, 1848, Art. II, 

«That the desire for equality and the dread of 

privilege were le 


q —_ 4 inder gene 
in the New York constitution of 1846—Art, 8, § 1 (except 
where objects of incorporation were not thus attainable). 
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were changed from time to time this 
principle of limitation was long re- 
tained. Thus in New York the limit 
was at first $100,000 for some busi- 
nesses and as little as $50,000 for 
others.’ Until 1881 the maximum 
for business corporations in New 
York was $2,000,000; and until 1890, 
$5,000,000.° In Massachusetts the 
limit was at first $200,000 for some 
businesses and as little as $5,000 for 
others.” Until 1871 the maximum 


for mechanical and manufacturing 
corporations was $500,000; and until 


*The Act of March 22, 1811, c. 67, limited the capital 
stock to eens. The for which corporations 
under this law were limited to the fol 


capital stock was not to $60,000. Further 

tions were added from time to time, with the == limj- 
tation of $100,000, or a lower limitation; = or example, 
$50,000 for corporations manufacturing sal -, 1821, 
c. 231, § 19. Pp Fe c. 228, Drovided t for the 


— a - po ba 
to $4,000,000 by Act of 1853, c. 124; to $8,000,000 by 
Act of 1866, c. 322; to $20,000,000 by Act of 1867, c. 

us ihe A risss. “i ne AE a 

> ° c. lor 
and set a maximum 
a1 $800,000; thie man increased to $1,000,000 Act of 
1870, c. 773. The Act of 1854, ta 


¢. 143, provided for the 
and set a maximum of $1,000,000. 
General Sein Og of 1875, c. 611 
§ 11, set a maximum of $2,000,000. This was 
to $5,000,000 by Act of 1881, c. 295. 

‘The first general act, May 15, 1851, ae 133, = 
mitted incorporation for “any kind of | mod 
mechanical, mining or quarrying tat It limited 
the mezinem to $200,000. Act of os 19, 1855, < 
of 


$ 1, increased the maximum to ge geenann 
~~ | 9, 1870, c. 224 (Acts & 1870, P. 134) 
repeaied previous acts (§ 69) and made 

hensive provisions; cutting, i 
carrying on = = —— 


mining, manufacturing business, 
~ Se om Fond of $500,000 (§ 2); = 
any of the above businesses and cooperative 


(§ 3); 
herri 


is and buildings for 
uring purposes. Acts of Apeil 24 1872, C244: March 


facturing 
9, Tits c. 116, 
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1899, $1,000,000. The limit of 
$1,000,000 was retained for some 
businesses until 1903. 

In many other states, including the 
leading ones in some industries, the 
removal of the limitations upon size 
was more recent. Pennsylvania did 
not remove the limits until 1905. Its 
first general act not having contained 
a maximum limit, that of $500,000 
was soon imposed. Later, it was 
raised to $1,000,000; and, for iron 
and steel companies, to $5,000,000. 
Vermont limited the maximum to 
$1,000,000 until 1911, when no 
amount over $10,000,000 was author- 
ized if, in the opinion of a judge of 
the supreme court, such a capitaliza- 
tion would tend “‘to create a monopoly 
or result in restraining competition in 
trade.” Maryland limited until 1918 
the capital of mining companies to 
$3,000,000; and prohibited them 
from holding more than 500 acres of 
land (except in Allegany County, 
where 1,000 acres was allowed). New 
Hampshire did not remove the maxi- 
mum limit until 1919. It had been 
$1,000,000 until 1907, when it was 
increased to $5,000,000. Michigan 
did not remove the maximum limit 
until 1921.° The maximum, at first 


omy the ‘issues service corporations 
ot jn established. Act of June 11, 1885, c. 314; Act 
une 5, 1894, c. 450; Act of June S$, 1894, c, 452; 
june 9, 1894, c. 462. 
gos Pupeiiion 5. No. 84, April 26, 1921, L. 
seek. p. oe, oe mit on the amount of stock. 
Corporate Wie fs limited to 30 penes, §°S0b). 
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$100,000,*° had been gradually in- 
creased until in 1903 it became $10,- 
000,000 for some corporations and 
$25,000,000 for others ;* and in 1917 
became $50,000,000. Indiana did 
not remove until 1921 the maximum 
limit of $2,000,000 for petroleum and 
natural gas corporations.’* Missouri 
did not remove its maximum limit 
until 1927.** Texas still has such a 
limit for certain corporations. 

(b) Limitations upon the scope of 
a business corporation’s powers and 
activity were also long universal. At 
first, corporations could be formed 
under the general laws only for a lim- 
ited number of purposes—usually 
those which required a relatively 
large fixed capital, like transportation, 
banking and insurance, and mechan- 
ical, mining and manufacturing enter- 
prises. Permission to incorporate for 
“any lawful purpose” was not common 
until 1875; and until that time the du- 
ration of corporate franchises was 
generally limited to a period of 20, 
30, or 50 years.** All or a majority 
of the incorporators or directors, or 
both, were required to be residents of 
the incorporating state. The powers 
which the corporation might exercise 


2 Act 148, May 18, 1846, § 6, L. 1846, pp. 265, 267— 
corporation for mining or manufacturing iron, copper, etc. 
11 Act 232, June ds 1903, 3 Howell’s Mich. Stat. (1914), 


§ 9533, p. 3815. The $25,000,000 maximum ‘was for mer- 
— and manufacturing corporations. It had aT 
n raised to $5,000,000 by Act 232, eee 19, 1 
ie 2. L. 1885, iy For mining corporations, a different 
— was : $500,000 by Act 41, February 5, sm 


§ 4, L. 1877, p. 87; 
tember 17, 1903, Howell’s Mich. Stat. (1914), § "7783, 
p. 3158, § 7804, p. 3165. 

22 Until 1921, corporations for various objects were 
formed under various acts. For Mh Fe ~ corporations, a 
yl of $2,000,000 was = poe . In 1921, a general 
act, licable to corporat! for any lawful business, was 

, without limitation on the amount of stock. 

8 By Act of March - pot L. 1907, p. P a the 
maximum was i 50,000,000 from the $10,- 
000,000 limit previously in hom. 

%4In 1903, almost half the states limited the duration of 
curpemate existence to periods of from 20 to 50 years. 

See Report of the Committee on Corporation Laws of 
Massachusetts (1903), pp. 162-164. 


in carrying out its purposes were spar- 
ingly conferred and strictly construed. 
Severe limitations were imposed on 
the amount of indebtedness, bonded 
or otherwise. The power to hold stock 
in other corporations was not con- 
ferred or implied.* The holding 
company was impossible. 

(c) The removal by the leading in- 
dustrial states of the limitations upon 
the size and powers of business cor- 
porations appears to have been due, 
not to their conviction that mainte- 
nance of the restrictions was undesir- 
able in itself, but to the conviction that 
it was futile to insist upon them; be- 
cause local restriction would be cir- 
cumvented by foreign incorporation. 
Indeed, local restriction seemed worse 
than futile. Lesser states, eager for 
the revenue” derived from the traffic 





48 See Noyes, wang ys (2d ed., sm). 
pp. 473-498; Morawetz, tions (2d ed. 4 
1886), sec. 431. New Jersey o— the first state to confer 
the power of intercorporate stockholding. N. J. 
Laws 1888, pp. 385, 445, cc. 269, 295; N. J. Laws 1893, 
c. 171, p. 301. See “Gilbert H. Montague, Trusts of Today 
(1909), + 21; R. Van Hise, Concentration and 
Control ed, 1914), 70; W. Z. Ri pley, Trusts, Pools 
and Coonan ns (tev. 1916), pp. mmo id Eliot Jones, 
The Trust Problem in the United States (1921), p. 30; 
Maurice H. Robinson, The Holding Corporation, 18 Yale 
Review, pp. 390, 406, 407. Although unconditional power 
was not conferred until the Act of 1893, supra, it had 
been the practice of corporations formed in New Jersey 
to purchase the shares of other corporations. See Edward S. 
Keasbey, New Jersey and the Great Corporations, 13 
Harvard Law Review, pp. 198, 207, 208. In no other 
state had there been a provision permitting the formation 
of holding companies, although by special act, notably 
in Pennsylvania, a few such companies had been formed. 
See James C. Bonbright and Gardiner C. Means, The 
Holding Company (1932), pp. 58-64. The scandal to 
which the series of Pennsylvania holding-company charters 
gave rise led to a constitutional amendment in that state 
forbidding the grant of special charters. Pa. Laws 1874, 
p. 8; Pa. Const., Art. III, Sec. 7. See Bonbright and 
Means, supra, at p. 60. New York, like other states, 
had specifically prohibited intercorporate stockholding, ex- 
cept where the stock held was that of a corporation supply- 
ing necessary materials to the purchasing corporation, of 
where it was taken as security for, or in satisfaction of, 
an antecedent debt. 

1° The filing fees and franchise taxes are commonly 
measured by the authorized or issued stock. See National 
Industrial Conference Board, State and Local Taxation of 
Business Corporations (1931), Appendix B, pp. 138-159. 
And for the earlier laws, utilizing the same basis, see Report 
of the Massachusetts Committee on Corporation Laws 
(1903), pp. 265-288; House Committee on the District 
of Columbia, Report of Hearings of January 16, 1905, 
on H. R. 11811 and 12303 (Gov't Ptg. Office, 1905). 
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in charters, had removed safeguards 
from their own incorporation lows.** 
Companies were early formed to pro- 
vide charters for corporations in 
states where the cost was lowest and 
the laws least restrictive."* The states 


1" The traffic in charters quickly became lespread. 
In 1894, Cook, on Stock and Stockholders oe a Vol. 
Il, BP. 1604-1605, thus described the situation: 

‘New Jersey is a favorite state for incorporations. Her 
he seem to be framed with a view to attracting 
incorporation fees and business fees from her sister ~~ 
and especially from New York, across the river. She has 
largely succeeded in doing so, and now runs the state 
ernment very —y on revenues derived from New ork 
aye. wae 

“Maine formerly was @ resort for incorporators, but a 
recent decision of its highest court holding stockholders 
liable on stock which has been issued for y, where 
the court thought the property was not the par value 
of the stock, makes Maine too dangerous a state to incor- 
porate in, especially where millions of dollars of stock 
are to be issued for mines, patents and other choice assort- 
ments of property. . 

“West Virginia for the re ten years has been the 
Snug Harbor for roaming and piratical corporations. . 

The manufacture of corporations for the purpose of ‘en- 

abling them to do all their business elsewhere seems to be 

the policy of this young but enterprising state. Its stat 

mT 1006 oun &. Packer thus escrbel the pracic, in in 
nil ohn arker thus 

his volume, == and How—A Corporation 

(2d ed.), p. 4: “Many ‘years ago ‘ro corporation a. ton 

of New A By were so framed as to invite the incorpora- 

tion of companies by persons residing in other states and 

countries. The liberality and facility oe which corpora- 

tions could there be fo were extensively 

and a great volume of incorporation swept into that 

State. . 

“The policy of New Jerse ef proved profitable to the 
state, and soon legislatures of 6ther states began active 
competition. p 

“Delaware and Maine also revised their laws, taking 
the New Jersey act as a model, but with lower a 
fees and annual taxes. and th Dakota also 
9 liberal corporation laws, and contenting themselves 
+ wll th the incorporation fees, require no annual state taxes 
Wi 


“West Virginia for many 
incorporators, but in 1901, 
competition of other states, the 
rate of annual taxes.” 


y years has been popular with 
in the face of 
legislature increased the 
And West Virginia thus lost her 
popularity. See Conyngton and Bennett, tion Pro- 
cedure (rev. ed. 1927), p. Y anne On the other hand, too 
drastic price cutting was also unprofitable. The bargain 
prices in Arizona and South Dakota attracted wild-cat 
or- 


both states fell in — among them and consequently 
among ‘incorporators. See Conyngton on Corporate Or- 
ganizations (1913), ch. 5. 

18 Thus, in its pamphlet, “Business Corporations Under 
the Laws of Maine” (1903), Trust Co. 
enumerated among e advantages of the Maine laws: The 
comparatively low euuetion fees and annual taxes; the 
absence of restrictions upon capital stock . corporate in- 
debtedness; the authori ue stock for services as 
well as property, with the judgment ¢ ef the Ginatem @ 00 
their value conclusive; and, significantly enough, 
method of taxation, which bases the annual tax upon the 
Stock issued, does not necessitate inquiry into or report upon 
the intimate affairs of the corporation.” ,_ its 
pamphlet, “Business Corporations Under the Laws of Del- 
aware” (1907). See, also, Se er Some om Genen See 
poration Laws (1908), Published bd the Incorpora 
Company of Arizona, especially p. 5: “The remoteness o' 
Atlecnn foom the Eastern ona thern States has in a 
measure delayed the —— of the generousness of its 
laws. New Jersey, Delaware and West Virginia have be- 
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joined in advertising their wares.” 
The race was one not of diligence but 
of laxity.” Incorporation under such 








and the law, if we look at the matter in 

is ae eS oe 

therefore, the imperative Sbligation’ of piblic policy 

of public honesty we are under to effect such changes in 
the law of the state as will henceforth Gas prevent 
oe oS aes — = 


recent t so upon 
‘ Tt law is at liberty to adjust the conditions 
of society 1 _— te to ot liberty to control great instru- 
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tigation and embodied 
Sront'a f the Commission to Revise the 
of ad 1917, pp. 7, 8. 
For more recent movements, see A. A. 


change and were active in 1928] 44 were organized in 
ware, all of them being formed since 1910, Indeed, of the 
44 ee oe = < sy pny in 
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laws was possible; and the great in- 
dustrial states yielded in order not to 
lose wholly the prospect of the revenue 
and the control incident to domestic 
incorporation. 

The history of the changes made by 
New York is illustrative. The New 
York revision of 1890, which elimi- 
nated the maximum limitation on au- 
thorized capital, and permitted inter- 
corporate stockholding in a limited 
class of cases," was passed after a 
migration of incorporation from New 
York, attracted by the more liberal 
incorporation laws of New Jersey. 
But the changes made by New York in 
1890 were not sufficient to stem the 
tide.* In 1892, the governor of 





companies w formed, 6 of them having been chartered 
between 1910. | 1920, * hile only 4 were formed =~ 
1920. Ten of the holding co companies were chartered in 

Mary’ one in 1920 and the remaining 9 between 1923 
and 1928, in large measute as a result of the 
looseness Maryland corporation law of 1923. New 
Jersey, a relatively popular state at the turn of the cen- 
tury shows only two of the holding company charters 
granted there ce 1910; while Virginia pl 7 such 


charters. 

“Combined holding wor likewise 
show a onde — r— *—-, -—4 whole L_' 
148 of the corporations hold Delaware 
of them KF am recent; New York is second with 21, 
most of them relatively ‘old; New Jersey third with 87, 
—= a A aa grow out of ‘the great merger period from 

tions formed in one state by citizens of another 
state, to do business in the state of their residence, were 
courts el subjected to collateral attack. Generaliy the 
omy Senna to ughett Gio compensa satus. See the 
Sears, The New Place of the Stockholder 
(1000). AF G. Occasionally, however, states legis- 
lated against the practice. Thus California enacted that 
the statutory liability of stockholders should apply to 
those in foreign as well as in tic corporations. In 
two cases where the foreign corporation was organized 
specifically to do business in California this provision was 
held licable. Pianey v. Nelson, 183 U.S. 144; Thomas 
pt Matthiessen, 232 S. 221. And 
rt has a constitutional provision of Virginia 
which a ohibiee foreign public service companies from 
doing an intrastate business in the state. Railway Express 
Agency v. Virginia, 282 U. S. 440. The provision was 
ee in os! fy oy of such 
panies in West Virginia and New Jerse See De- 
permye of Constitutional Convention Pi Virginia, 1901-1902, 
Vol. II, p. 2811. 
tion was allowed to hold stock in others 
in manufacturing ma- 
for the oaeert pas one in others, which 
usiness Corporation Law, 


1890. c. $67, § 12. 
22 See Report of Special Joint ‘ye on 
Trusts, March 9, 1997, viaom Sess., No. 3+: 
“When in 1890 the court of appeals in this state > pelepunaed 
its final judgment against the m of trust oragnization 
then in vogue [Peodle of New York v. North River Sucar 
Refine Co., 121 N. Y¥. 582], the ‘trust’ became a thing 
the past, existing trust y= were dissolved and 

<= the permission laws the constituent elements 
held together under such agreements, 


more recently this 


me incorporated 
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New York approved a special charter 
for the General Electric Company, 
modelled upon the New Jersey act, 
on the ground that otherwise the en- 
terprise would secure a New Jersey 
charter.* Later in the same year the 
New York corporation law was again 
revised, allowing the holding of stock 
in other corporations. But the New 
Jersey law still continued to be more 
attractive to incorporators.* By 
specifically providing that corpora- 
tions might be formed in New Jersey 
to do all their business elsewhere,” 
the state made its policy unmistakably 
clear. Of the seven largest trusts ex- 
isting in 1904, with an aggregate cap- 
italization of over two and a half 
billion dollars, all were organized 
under New Jersey law; and three of 





in the Bate ¢ an iow omy ny Oe in other jurisdictions, where, 
either by acci: ign, the law of incorporation was 
, a a by A 4 simplest formality a trust declared 

lawful and a conspiracy against public welfare might 
continue its career. . 

“The corporation laws of the State of New York at that 
time differed essentially from the laws of the State of New 
Jersey in that they did not, as did the latter, permit the 
acquisition by one corporation of the capital stock of 

another, and consequently there followed an Pi. Be 
migration of trusts to the State of New Jersey to secure 
corporate charters there and thus avoid complications in 
which the decision of the court of appeals tened to 
involve them.” 

2N. Y. Laws 1892, c. 323. “The measure is appcored 
because it is claimed a its objects cannot well be 
the general law, and because its a) val will 

k within the state a corporation which professes to be 
to invest a large amount of capital, and which, with- 

out the concessions allowed by its charter, would 


Papers of Governor Flower, 1892, p. 104. Quo 
ames B. Dill, “‘Some + ag of New _Jersey’s Corporate 
address before the Pen ia Bar Association 
June 29, 1903, Rep. Pe Bar Ass’n., 1903, pp. 265, 267, 
™ The New York Evening Post, March 23, 1896, said: 
“The ~ Post has frequently Rrnted out that New 
York capital is driven to sh Jersey by reason 
of the in 
corporation of companies as 
New York. Nearly all large corporations doing business 
in this city and state are incorporated under the laws 
of New Jersey or some other state, where more liberal 
laws and in which inducements are thereby held 
out to attract capital thither and make it thei lez 


SN. J. Laws 1892, p. 90. es New Jersey provided 
that corporations of another state should be 


in New Jersey as are imposed on New Jersey corporati 

by such other state. Laws 1894, c. 228, § 3. The statute 
was in “Tetaliation for the hostile legislation of, some of 
the other states regarding foreign corporations.” J. 
age General Incorporation Act of New Jersey isos). 
Pp. 4 
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these were formed in 1899.% During 
the first seven months of that year, 
1336 corporations were organized 
under the laws of New Jersey, with 
an aggregate authorized capital of 
over two billion dollars.*”7 The comp- 
troller of New York, in his annual 
report for 1899, complained that “our 
tax list reflects little of the great wave 
of organization that has swept over 
the country during the past year and 
to which this state contributed more 
capital than any other state in the 
Union.” “It is time,” he declared, 
“that great corporations having their 
actual headquarters in this State and 
a nominal office elsewhere, doing 
nearly all of their business within our 
borders, should be brought within the 
jurisdiction of this state not only as to 
matters of taxation but in respect to 
other and equally important affairs.” * 
In 1901 the New York corporation 
law was again revised.” 

The history in other states was simi- 
lar. Thus, the Massachusetts revi- 
sion of 1903 was precipitated by the 
fact that “the possibilities of incorpo- 
ration in other states have become 
well known, and have been availed of 
to the detriment of this common- 
wealth.” *° 


* See Moody, The Truth About the Trusts, p. 453. Of 
the 298 corporations listed as “lesser industrial trusts,” 
150 had New 4 ay charters. Jd., pp. 454-467. 

2" Edward easbey, “New ersey and ay, Great 
Corporations, ” address before the American Bar Associa- 
tion, ee 28, 1899, reprinted in 13 Harvard Law Re- 
view, p. 

= Report oe Comptroller of rng York, 1890, p. xxvii. 

WN. Y. Laws 1901, cc. 355, 520. 

* Report of Committee on Corporation 
chusetts (1903), p. 19. The governor of Michigan, in 
his message to the legislature in a said of the corpora- 
tion laws of that state: “Because of their inadequacy to 
meet modern needs and requirements, and the failure to 
accord domestic corporations the same rights granted to 
those organized outside of os wy most of our ~~ 
corporations are being organized iy 7 A 
return here as forei i louse 
of R sentgiieee o mio, _ ge % 37; 
ee ws eee Governors of Michi 

ichigan Historica! XA 1927), Vol. 4, pp. ars, 
ee 1921 the corporation laws of Michigan were re- 
vised, eliminating, among other things, the maximum limita- 
tion on capital stock. See note 20, supra. 


Third. Able, discerning scholars * 
have pictured for us the economic and 
social results of thus removing all 
limitations upon the size and activities 
of business corporations and of vest- 
ing in their managers vast powers once 
exercised by stockholders—results not 
designed by the states and long unsus- 
pected. They show that size alone 
gives to giant corporations a social 
significance not attached ordinarily to 
smaller units of private enterprise. 
Through size, corporations, once 
merely an efficient tool employed by 
individuals in the conduct of private 
business, have become an institution— 
an institution which has brought such 
concentration of economic power that 
so-called private corporations are 
sometimes able to dominate the state. 
The typical business corporation of 
the last century, owned by a small 
group of individuals, managed by 
their owners and limited in size by 
their personal wealth, is being sup- 
planted by huge concerns in which the 
lives of tens or hundreds of thousands 
of employees and the property of tens 
or hundreds of thousands of investors 
are subjected, through the corporate 
mechanism, to the control of a few 
men. Ownership has been separated 





The efiect of the policy of West Virgions wot 


described 
President Henry 2 Rane & oo ee Se 


ae Virginia Bar Associa 


or gold mines, come to West Virginia. ei 
$30 corporations, 80 ,- | have their * principal offices 
in Pennsylvania. Our other the State of Ohio, 
carries upon its statute book w imposin a double lia- 
bility on S oa or the the corpora- 
tion *" -~ 30 out di Poo have their 
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(1927), 
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from control; and this separation has 
removed many of the checks which 
formerly operated to curb the misuse 
of wealth and power. And as owner- 
ship of the shares is becoming continu- 
ally more dispersed, the power which 
formerly accompanied ownership is 
becoming increasingly concentrated 
in the hands of a few. The changes 
thereby wrought in the lives of the 
workers, of the owners and of the gen- 
eral public, are so fundamental and 
far-reaching as to lead these scholars 
to compare the evolving “corporate 
system” with the feudal system; and 
to lead other men of insight and ex- 
perience to assert that this “master 
institution of civilized life” is com- 
mitting it to the rule of a plutocracy.”* 

The data submitted in support of 
these conclusions indicate that in the 
United States the process of absorp- 
tion has already advanced so far that 
perhaps two-thirds of our industrial 
wealth has passed from individual 
possession to the ownership of large ; 
corporations whose shares are dealt 
in on the stock exchange ;** that 200 
nonbanking corporations, each with 
assets in excess of $90,000,000, con- 
trol directly about one-fourth of all 
our national wealth, and that their in- 
fluence extends far beyond the assets 
under their direct control ;** that these 
200 corporations, while nominally 
controlled by about 2,000 directors 
are actually dominated by a few hun- 
dred persons*—the negation of in- 
dustrial democracy. Other writers 
have shown that, coincident with the 
growth of these giant corporations, 
there has occurred a marked concen- 
tration of individual wealth;** and 
that the resulting disparity in incomes 
is a major cause of the existing de- 
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pression.” Such is the Frankenstein 


which states have created by their 
corporation laws.** 

Fourth. Among these 200 corpora- 
tions, each with assets in excess of 
$90,000,000, are five of the plaintiffs. 
These five have in the agregate, $820,- 


*%2 Thorstein Veblen, Absentee Ownership and Business 
Enterprise tons p. 86; Walther Rathenau, Die Neue 
Wirstchaft (1918), pp. 78- 81. 

*8 Berle and Means, The Modern Corporation and Private 
Property, Preface, p. bat 
* Jd., “PP 31-32. W. Laidler, Concentra- 
tion of trol in ‘a BRA (1931). 
® Berle and Means, p. 46, n. 34. Com James C. 
Bonbright , Po Means, ng Company 
£1982)5 . of ng Ownershi > peers. 
. 2789, Tist Cong., 3d Sess. (Dr. W. M. 
Spleen) before E Judiciary Committee, 34 
Sess., on S. 5267, February 14, 1933 (John 
Frey); oy Edwin Howard, Business Incorpora in 
Facing the F . G. a: ed., 1932), p. 124 et se ¥ 
Lewis Corey, “The fouse of Morgan, pp. 354-356, 441-448. 
% Federal Trade Commission, National Wealth and In- 
come (1926); S. Howard Patterson and Karl W. H. Scholz 
Economic Problems of Modern Life (1927), c. 22; Lewis 
, in Ameri can Labor Dynamics 
, ed., 1928), c Stuart Chase, Pros- 
rity—Fact or Myth (1929), c. 9: H. Gordon Hayes, 

Economic System (1929), Vol. II, c. 56; Willard E. 
Atkins et al., ic Behavior (1931), Voi. Il, c. 34; 
ahd Tadependent Val, 158. No- 3 (May wig wie 

t, 158, No. 3 i931 é 
Bue! Death h Taxes The Concentration of 
Welty ‘in Edivoriat Be hat II, 1931, No. 
il (September 18 18, re Pret a37 Frederick C. Mills, 
Economic T: United States (National Bu- 
reau of ——— Research, in Cooperation with the Com- 
mittee on Recent Economic Changes 1982), . 476-528, 
549-558; Paul H. Douglas, Dividen: ‘ages Drop, 
= Wor! pode me 4 28, es oF *610; reprintee 


2901 ee ed 20, 943) —_ nok "Copeland, 
p29 ational tT come and its Distribution, in Recent Eco- 
oonir Wee in the United States Lora agi of President’s 
Conference on, on jo ent, Committee on Recent Eco- 

mic Changes, 1929), Vol. II, c. 2; Willford 1, King, 
“The National Income’ and Its Purchasing Power” (1930). 
George L. Knapp pointed out that in 1929, 504 persons had 
$1,185,135,300 —_ net income, whereas the aggregate 
gross market va of all the cotton and all the wheat grown 
in the United Ss in 1930 by the 2,332,000 cotton and 
wheat farmers was only $1, tg ant . vy Labor, March 
31, 1931, p. 4; éd., May‘! id., November 
29, 1932, p. 4); and et, the, ILS y? the aggregate 
dividends and id in oy United States in 1932 
was $1, S000 000,000, og? ~ ae of ages was 
poy Labor. = 14, 1933, p. 4. 
foal in Bureau of Internal Revenue, Statis- 
fee Hes of Tne income 1929, pp. 5, 61, showing that 513 persons 
le net-income of $1,212,098,784.] 
“* Compare A. Hobson, Poverty in Plenty (1931), 
chs. ee B. Adams, The 
930, ‘in ” American oR” R ¥ 
1931, supplement). p. John A. Ryan, The Indu strial 
Depression of 1920-1931, 7 7 of the Day (1931), 
pp. 209-217; Phili Le LaFollette, Message to the Legisla- 
pak of Wisconsin, fovember 24, 1931, pp. 6-8; Fred Hen- 
derson, Economic Consequences of Power Production (1931), 
Paul Blanshard, Socialist and Capitalist Planning, in 
f the American Academy of Political and Social 
Science, Vol. 


162 (July, i633). Arthur Dahlberg, 
Tobs, Machi . oe ees m f832), pp. 205- 208; Scott 


Nearing, Must "We er 1932), 119; George Soule, 
The Maintenance of Wages, in Proceedings of the Academy 
of Political Science, Vol. 14, No. 4 (January, 1932). pp. 
87, 91; Christ Christensen, Maior Problems of Readjust- 
ment, in id., Vol. 15, No. 2 (January, 1933), p. 235. 

* Com I. Maurice Wormser, Frankenstein, Incor- 
porated (1931). 
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000,000 of assets ;** and they operate, 
in the several states, an aggregate of 
19,718 stores.“ A single one of 
these giants operates nearly 16,000.“ 
Against these plaintiffs, and other 
owners of multiple stores, the indi- 
vidual retailers of Florida are en- 
gaged in a struggle to preserve their 
independence—perhaps.a struggle for 
existence. The citizens of the state, 
considering themselves vitally inter- 
ested in this seemingly unequal strug- 
gle, have undertaken to aid the indi- 
vidual retailers by subjecting the own- 
ers of multiple stores to the handicap 
of higher license fees. They may have 
done so merely in order to preserve 
competition. But their purpose may 
have been a broader and deeper one. 
They may have believed that the chain 
store, by furthering the concentration 
of wealth and of power and by pro- 
moting absentee ownership, is thwart- 
ing American ideals; that it is making 
impossible equality of opportunity; 
that it is converting independent 
tradesmen into clerks; and that it is 
sapping the resources, the vigor and 
the hope of the smaller cities and 
towns.“ 

The plaintiffs insist that no taxable 
difference exists between the owner of 
multiple stores and the owner of an 
individual store. A short answer to 
the contention has already been given, 
so far as required for the decision of 
this case. It is that the license fee is 
not merely taxation. The fee is the 
compensation exacted for the privi- 
lege of carrying on intrastate business 
in corporate form. As this privilege 
is one which a state may withhold or 
grant, it may charge such compensa- 
tion as it pleases. Nothing in the 
Federal Constitution requires that the 
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compensation demanded for the privi- 
lege should be reasonable. More- 
over, since the authority to operate 
many stores, or to operate in two or 
more counties, is certainly a broader 
privilege than to operate only one 
store, or in only one county, there is 
in this record no basis for a finding 
that it is unreasonable to make the 
charge higher for the greater privi- 
lege. 

A more comprehensive answer 
should, however, be given. The pur- 
pose of the Florida statute is not, like 
ordinary taxation, merely to raise rev- 
enue. Its main purpose is social and 
economic. The chain store is treated 
as a thing menacing the public wel- 
fare. The aim of the statute, at the 
lowest, is to preserve the competition 
of the independent stores with the 
chain stores; at the highest, its aim is 
to eliminate altogether the corporate 
chain stores from retail distribution. 
The legislation reminds of that by 
which Florida and other states, in 
order to eliminate the “premium sys- 
tem” in merchandising, exacted high 
Private Property, p. 2, This figure my By FE 


Drug, Inc., wi Pit 1928 acquired the stock of United 
Drug Co., which in §. con 


A stock owner. 
‘ the Louis K. itty Co. See Moody’s Industrial 
ma ASL 3 pp. 15, 1217, 1219. 


figures, as of December 31, 
Commission on 


is - iled from 


1930 Report 

and ‘evelonent 9 ‘ 
.» Isi 
Co-operative 


Growth 
tores, Sen. 7. No. 100, 72d 


lish 
Ky. --4 o my ! Limited, 10. S$) Gn 
ebruary Dd. 
of the wh Trade supra, 
note 59, at p. 76, gives 15,738 as the number of stores 
ted by the Great 


merce 
a 


opera Atlantic and Pacific Tea Co. The 
number operated ——z5 other four plaintiffs is as follows: 
Louis K. Liggett 549; Montgomery Ward & Co., 556; 
United Cigar Stores Co., 994; F. W. Woolworth Co., ‘1,881. 


Ibid. 

#2 Compare Montaville Flowers, America Chained css » 
H, E. , The Abolition of res ty (1931); 
Cameron, Our Juggernaut (1932); M. eeteen 
The Challenge of Chain Store Distciution (1931), pp 
2-4; Godfrey M. Lebhar, The Chain Store—Boon or Bane? 
(1932), p. 59; James L. ’Palmer, Are These Twelve > Change 
Against the Chains True? in Retail Ledger, July 1929, re- 
on in E. C. Buehler, Debate Handbook on the Chain 
Store Question (1930), p. 102; Edward G. Emst and Emil 


M. Hartl, The Chain Store and the Community, in Nation, 


November 19, 1930, p. 545; John P. Nichols, Chain 
Manual (1932), ¢ &. 
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license fees of merchants who offered 
trading stamps with their goods. 
Rast v. Van Deman & Lewis Co., 240 
U. S. 342; Tanner v. Little, 240 U.S. 
369. Compare Central Lumber Co. 
v. North Dakota, 226 U. S. 157; 
Singer Sewing Machine Co. v. Brick- 
ell, 233 U. S. 304. 

The plaintiffs discuss the broad 
question whether the power to tax may 
be used for the purpose of curbing, 
or of exterminating, the chain stores 
by whomsoever owned. It is settled 
that a state “may carry out a policy” 
by “adjusting its revenue laws and 
taxing system in such a way as to 
favor certain industries or forms of 
industry.” Quong Wing v. Kirken- 
dal, 223 U. S. 59, 62; Citizens Tele- 
phone Co. v. Fuller, 229 U. S. 322, 
329. And since the Fourteenth 
Amendment “was not intended to 
compel the state to adopt an iron rule 
of equal taxation,” Bell’s Gap Rail- 
road Co. Vv. Pennsylvania, 134 U. S. 
232, 237, it may exempt from taxation 
kinds of business which it wishes to 
promote; American Sugar Refining 
Co. v. Louisiana, 179 U.S. 89; South- 
western Oil Co. v. Texas, 217 U. S. 
114; and may burden more heavily 
kinds of business which it wishes to 
discourage. Williams v. Fears, 179 
U. S. 271; Armour Packing Co. v. 
Lacy, 200 U. S. 226; Brown-Forman 
Co. v. Kentucky, 217 U. S. 563; com- 
pare Alaska Fish Co. v. Smith, 255 
U. S. 44. To do that has been the 
practice also of the Federal Govern- 
ment. It protects, by customs duties, 
our manufacturers and producers 

“ Indeed, it has been urged that the taxation of the 
stetes and the nation should be framed not with a view 
solely to the raising of revenue, but always for the purpose 


of promoting that social policy which the people deem 
wise. 
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from the competition of foreigners. 
Compare Hampton & Co. v. United 
States, 276 U. S. 394, 411-413; also, 
Billings v. United States, 232 UV. S. 
261. It protects, by the oleomar- 
garine laws, our farmers and dairy- 
men from the competition of other 
Americans. Compare McCray v. 
United States, 195 U. S. 27. It 
eliminated, by a prohibitive tax, the 
issue of state bank notes in competi- 
tion with those of national banks. 
Compare Veazie Bank v. Fenno, 8 
Wall. 533. Such is the constitutional 
power of Congress and of the state 
legislatures. The wisdom of its exer- 
cise is not the concern of this court. 

Whether chain stores owned by in- 
dividuals may be subjected to the dis- 
crimination here challenged need not, 
however, be decided. This case re- 
quires decision only of the narrower 
question—whether the state may 
freely apply discrimination in license 
fees against corporate chain sfbres. 
The essential difference between cor- 
porations and natural persons has 
been recognized by the Federal Gov- 
ernment in taxing the income of busi- 
nesses when conducted by corpora- 
tions, while exempting a similar busi- 


“ness when carried on by an individual 


or partnership. Flint v. Stone-Tracy 
Co., 220 U. S. 108, 158. It has, at 
other times, imposed upon businesses 
conducted by corporations heavier 
taxes than upon those conducted by 
individuals. The equality clause of 
the Fourteenth Amendment presents 
no obstacle to a state, likewise, taxing 
businesses engaged in intrastate com- 
merce differently according to the in- 


- struments by which they are carried ° 


on; provided the purpose of the dis- 
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crimination is a permissible one, the 
discrimination employed a means ap- 
propriate to achieving the end sought, 
and the difference in the instruments 
so employed vital. Compare Fort 
Smith Lumber Co. v. Arkansas, 251 
U. S. 532. Quong Wing v. Kirken- 
dall, 223 U.S. 59; Amoskeag Savings 
Bank v. Purdy, 231 U.S. 373; Singer 
Sewing Machine Co. v. Brickell, 233 
U.S. 304. The corporate mechanism 
is obviously a vital element in the con- 
duct of business. The encouragement 
or discouragement of competition is 
an end for which the power of taxa- 
tion may be exerted. And discrimina- 
tion in the rate of taxation is an effec- 
tive means to that end. 

The requirement of the equality 
clause that classification “must rest 
upon some ground of difference hav- 
ing a fair and substantial relation to 
the object of the legislation,” Louis- 
ville Gas & Electric Co. v. Coleman, 
277 U. S. 32, 37, is here satisfied. 
Mere difference-in degree has been 
widely applied as a difference justify- 
ing different taxation or regulation. 
The difference in power between cor- 
porations and natural persons is ample 
basis for placing them in different 
classes. Even as between natural per- 
sons, where the equality clause applies 
rigidly, differences in size furnish an 
adequate basis for discrimination in a 
tax rate. The size of estates, or of 
bequests, is the difference on which 
rest all the progressive inheritance 
taxes of the states and of the nation. 
Magoun v. Illinois Trust & Savings 
Bank, 170 U. S. 283, 293; Knowlton 
v. Moore, 178 U. S. 41, 109; Keeny 
v. New York, 222 U. S. 525, 536; 
Maxwell v. Bugbee, 250 U. S. 525; 


Salomon v. State Tax Commission, 
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278 U.S. 484. Differences in the size 


of incomes is the basis on which rest 
all progressive income taxes. Brus- 
haber v. Union Pacific R. R. Co., 240 
U. S. 1, 25. Differences in the size 
of businesses present, likewise, an ade- 
quate basis for different rates of taxa- 
tion. Compare Citizens Telephone 
Co. v. Fuller, 229 U. S. 322, 331; 
Pacific American Fisheries Co. v. 
Alaska, 269 U. S. 269. And so do 
differences in the extent or field of 
operation. 

The state might justify progres- 
sively higher license fees for corpora- 
tions of larger size, or a more extended 
field of operation, on the oft asserted 
ground that such concerns are more 
efficient than smaller units and, hence, 
that they can, and should, contribute 
more to the public revenues. But the 
state need not rest the difference in 
tax rates on a ground so debatable as 
the assertion that efficiency increases 
with size.“* The Federal Constitution 
does not require that taxes (as dis- 
tinguished from assessments for bet- 
terments) be proportionate to the 
differences in benefits received by the 


-taxpayers, compare Illinois Central 


“ Compare Hearings before 
state Commerce, 


Se Cosetin op Sete 
pursuant to S. Res. Sen. 62d 
Cong., 2d Sess., Vol. 1, p. 11? 0 on. Ciola); a 
Federal Trade Commission on The Meat Packing 


Industry 
poe” Pt. Ill, p. 118 oy seq.; A. M. tracts 
Combinations in ae of Trade (1918), secs. secs. 
74-00; F. Fetter,  o ess and in 
Facing the vects (J. G. Smith, ~ 1932), pp. 186-213; 
F. A. Fetter, The Masquerade of Monopoly (1931), i 
ae a peg W. Watkins, Large-Scale. Prod in 
the Social Sciences, vol. 9, p. 170; A. S. 
Dewing, A Statistical Test of the Success of Consolida- 
tions, Quarterly Journal of Economics, vol. 36, 84; 
Virgil Jordan, The Flight from the Centre in Scrtbner’s, 
Vol. 91, p. 262 (April, 1932); W. L. Thorp, "athe Choneiog 
Structure of Industry, in Recent Economic ory, 4 (1929), 
pp. 167, dog Si Glenn Frank, Big Men and Big Enter- 
prise, Albany ening News, December 7, 1931; De- 
cember 18, tsi, “Julius Klein, Assistant of Com- 
merce, United States Daily, April 11, 1932, p. 1; Frederick 
M. Feiker, Director, Bureau of F and ge 
Commerce, United States Daily, February 27, 1932, p. 3; 
Carter D. Poland, ~ al Business Has Its Day, Netion’s 
Business, March, 1933, 51; also, Camera die Detutati, 
n. 1209-A, Relazione ‘delia Guinta’ Generale del Bilancio 
(April 29, 1932), pp. 45-47. 
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R. R. Co. v. Decatur, 147 U. S. 190, 
197; Union Transit Co. v. Kentucky, 
199 U. S. 194, 203; Southern Pacific 
Co. v. Kentucky, 222 U. S. 63, 76; 
St. Louis & Southwestern Ry. v. Nat- 
tin, 277 U.S. 157, 159; or that taxes 
be proportionate to the’ taxpayer’s 
ability to bear the burden. 

Since business must yield to the 
paramount interests of the community 
in times of peace as well as in times of 
war, a state may prohibit a business 
found to be noxious and, likewise, may 
prohibit incidents or excrescences of a 
business otherwise beneficent. Mug- 
ler v. Kansas, 123 U. S. 623; Ozan 
Lumber Co. v. Union County Bank, 
207 U.S. 251; Williams v. Arkansas, 
217 U.S. 79; Engel v. O’Malley, 219 
U. S. 128; Central Lumber Co. v. 
South Dakota, 226 U.S. 157. Busi- 
nesses may become as harmful to the 


community by excessive size, as by 
monopoly or the commonly recognized 


restraints of trade. If ‘the state 
should conclude that bigness in retail 
merchandising as manifested in cor- 
porate chain stores menaces the public 
welfare, it might prohibit the exces- 
sive size or extent of that business as 
it prohibits excessive size or weight in 
motor trucks or excessive height in the 
buildings of a city. Compare Morris 
v. Duby, 274 U. S. 135; Welch v. 
Swasey, 214 U. S. 91; Village of 
Euclid v. Ambler Co., 272 U.S. 365, 
388. It was said in United States v. 
United States Steel Corporation, 251 
U. S. 417, 451, that the Sherman Anti- 
Trust Act did not forbid large aggre- 
gations ; but the power of Congress to 
prohibit corporations of a size deemed 
excessive from engaging in interstate 
commerce was not questioned. 


The elimination of chain stores, 
deemed harmful or menacing because 
of their bigness, may be achieved by 
levelling the prohibition against the 
corporate mechanism—the instrument 
by means of which excessive size is 
commonly made possible. Or, instead 
of absolutely prohibiting the corporate 
chain store, the state might conclude 
that it should first try the more tem- 
perate remedy of curbing the chain 
by imposing the handicap of discrimi- 
natory license fees. Compare St. 
Louis Poster Advertising Co. v. St. 
Louis, 249 U.S. 269, 274; Hammond 
Packing Co. 'v. Montana, 233 U. S. 
331, 333-334; Bradley v. Richmond, 
227 U. S. 477, 480. “Taxation is 
regulation just as prohibition is.” 
Compatiia General de Tabacos v. 
Collector, 275 U.S. 87, 96. And the 
state’s power to make social and eco- 
nomic experiments is a broad one. 

Fifth. The mere fact that the tax- 
payer is a corporation does not, of 
course, exclude it from the protection 
afforded by the equality clause. Cor- 
porations and individuals, aliens and 
citizens, are for most purposes in the 
same class. Ordinarily, they have the 
same civil rights; are entitled to the 
same remedies ; are subject to the same 
police regulations; and are also sub- 
ject to the same tax laws. Where 
such is the case, the corporation tax- 
payer is entitled, like the individual, 
to the protection of the equality clause 
against discrimination, however ef- 
fected. Compare Jowa-Des Moines 
National Bank v. Bennett, 284 U. S. 
239. But-the chief aim of the Florida 
statute is apparently to handicap cor- 
porate chain stores—that is, to place 
them at a disadvantage, to make their 
success less probable. No other justi- 





2 ce Ce. a Ch ab ape aft. +a fe ele bee ee | | tk 


a ME ee on ee i” ee | 


THE PEOPLE MAY CONTROL 485 


fication of the discrimination in license 
fees need be shown; since the very pur- 
pose of the legislation is to create in- 
equality and.thereby to discourage the 
establishment, or the maintenance, of 
corporate chain stores; since that pur- 
pose is one for which the power of 
taxation may be exerted; since higher 
license fees is an appropriate means 
of discouragement; and corporations 
have not the inherent right to engage 
in intrastate commerce. The clear dis- 
tinction between the equality clause 
and the due process clause of the 
Fourteenth Amendment should not be 
overlooked in this connection. The 
mandate of the due process clause is 
absolute. That clause is of universal 
application. It knows not classes. It 
applies alike to corporations and to 
individuals, to citizens and to aliens, 
Home Insurance Co. v. Dick, 281 
U. S. 397, 411; Russian Volunteer 
Fleet v. United States, 282 U. S. 481, 
489. The equality clause, on the 
other hand, is limited in its operation 
to members of a class. 

It is true that the Florida Anti- 
Chain Store Law, like others, is not 
drawn so as to apply only to giant 
corporate chains. In terms, it ap- 
plies to the small corporations as well 
as to the large; and also to natural 
persons. But the history of such leg- 
islation indicates that these laws were 
aimed at the huge, publicly-financed 
corporations; and that the statutes 
were couched in comprehensive terms 
in the hope of thereby avoiding consti- 
tutional doubts raised by judicial state- 
ments that the equality clause applies 
alike to natural persons and corpora- 
tions. It was said in Quaker City 
Cab Co. v. Pennsylvania, 277 U. S. 
389, 402, that the equality clause pre- 


cludes making the character of the 
owner the sole fact on which a discrim- 
ination in taxation shall depend. And 
in Frost v. Corporation Commission, 
278 U. S. 515, 522, it was said (citing 
the Quaker City Cab case; Kentucky 
Co. v. Paramount Exchange, 262 
U. S. 544, 550; Gulf, Colorado & 
Santa Fe Ry. v. Ellis, 165 U.S. 150, 
154) “that a corporation is as much 
entitled to the equal protection of the 
laws as an individual.” These state- 
ments require, in my opinion, this 
qualification. Whenever the discrim- 
ination is for a permitted purpose— 
as when a state, having concluded that 
activity by corporations should be 
curbed, seeks to favor businesses con- 
ducted by individuals—the corporate 
character of the owner presents a dif- 
ference in ownership which may be 
made the sole basis of classification in 
taxation, as in regulation.** The dis- 
crimination can not, in such a case, be 
held arbitrary, since it is made in or- 
der to effect the permitted hostile pur- 
pose and is appropriate to that end. 
Compare Lawrence v. State Tax Com- 
mission, 286 U.S. 276, 283-285 ; New 
York v. New York & Albany Lighter- 
age Co., 288 U. S. 

Sixth. The plaintiffs contend, for a 
further reason, that there is no tax- 


* Compare eh Freund’s “Standards of American Leg- 
islation” (1917), 40-41: “So far as the business of 
banking and feo have been carried on 
charters they have been 6 eS nea 
tailed seuiaten, while private banking and unin- 
corporated forms of fraternal insurance remain to this day 


of aS y a common carrier subject to ‘aeaal power, 
more particularly the fact Zz being a corporation ny ~4 


powers, which jected 
tensive and intensive legislative régime which ft it = 
perienced.” “ 
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able difference justifying the discrimi- 
nation in license fees. They assert that 
the struggle between them and the 
independently owned stores is, in fact, 
not an unequal one; and in support of 
this assertion, they call attention to 
those paragraphs in the bill which de- 
scribe the cooperative chains of in- 
dividual stores and their rapid growth. 
These paragraphs allege that by “af- 
filiations and cooperative organiza- 
tions single grocery [and other] store 
owners have adopted the best features 
of chain store merchandising and have 
secured substantially all the benefits 
derived therefrom, while at the same 
time they have avoided burdens of 
capital investment, insurance, etc., in- 
cident to the carrying of a large stock 
in acentral warehouse.” The bill sets 
forth how this has been achieved, de- 
scribing in detail the recent advances 
in efficiency of such cooperative mer- 
chandising. It alleges, moreover, 
that the members of a cooperative 
chain have the superior advantage of 
the good will and personal interest 
of the individual owners, as compared 
with the hired managers of the regu- 
lar chains; and that all these facts 
were known to the legislature when it 
enacted the statute here challenged. 
These allegations are admitted by 
the motion to dismiss; and they are 
supported by recent experience of 
which we may take notice.“ But it 
does not follow that because the in- 
dependently owned stores are over- 
coming through cooperation the ad- 
vantages once possessed by chain 
stores, there is no taxable difference 
between the corporate chain and the 
single store. The state’s power to 
apply discrintinatory taxation as a 
means of preventing domination of 
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intrastate commerce by capitalistic 
corporations is not conditioned upon 
the existence of economic need. It 
flows from the broader right of Amer- 
icans to preserve, and to establish 
from time to time, such institutions, 
social and economic, as seem to them 
desirable; and, likewise, to end those 
which they deem undesirable. The 
state might, if conditions warranted, 
subject giant corporations to a control 
similar to that now exerted over pub- 
lic utility companies.** Or, the citi- 
zens of Florida might conceivably es- 
cape from the domination of giant cor- 
porations by having the state engage 
in business. Compare Jones v. City 
of Portland, 245 U. S. 217; Green v. 
Frazier, 253 U. S. 233; Standard Oil 
Co. v. City of Lincoln, 275 U. S. 504. 
But Americans seeking escape from 
corporate domination have open to 


“ Federal Trade Commission 


Grocery Chains, Sen. Doc. No. i2, 72nd Cong., <4 
Report on Hard 


Ist Sess.; 


a? February 1929, p. 29, id., March 1929, p. 31, 
fon 1929, p. 52, id., May 1929, Pd 52; Paul H. Ny- 
at, Chain Stores (U. s. 1930), 


pp. 17, 21; Nystrom, a caie of Retailing (3rd ed., 
: Craig Davidson, Vol 
30) ; “Marvin M. Black, Jr, 





tribution, Outlook and Independent, May 15, 1929, p. 90; 
The Voluntary Chains (American Institute of F Dis- 


“The Challenge of the Chains” pee 

500 Prcihe’ Coast Grocers, Magazine of Business, July, 
1928, p. 28. Compare Federal Trade ee, K 
on Cooperation in Foreign Countries, Sen. Doc. No. 171, 
68th Cong., 2d Sess.; Huston Thompson, The Cooperative 
Movement in Foreign Countries, Congressional Digest, 
October 1925, p. 256; C. R. Fay, Cooperation at Home and 
Abroad (rev. ed. 1925); A. H. Enfield, Cooperation (1927); 
J. P. Wi » Cooperative (1923); Cedric 

in A New Economic Order 
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* The general apprehension of corporations with huge 

capital was not allayed until after the introduction of two 
governmental devices designed to protect the rights and 
opportunities of the individual. Commissions to regulate 
public utilities—to curb the exaction of sanctioned monopo- 
lies. Antitrust laws—to prevent monopolies in industry 
and commerce. When the Act to Regulate Commerce was 
passed in 1887, there were ee 7 <? -_< 
Vanderblue and Burgess, Railroads (1923), p. 
M. H. Hunter, The Early Regulation of Pibtic & 
Corporations, 7 American Economic Review, p. 569. re 
printed in Dorau, Materials for the Study of Public Utility 
Economics (1930), pp. 283-294. 
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them under the Constitution another 
form of social and economic control 
—one more in keeping with our tradi- 
tions and aspirations. They may pre- 
fer the way of cooperation, which 
leads directly to the freedom and the 
equality of opportunity which the 
Fourteenth Amendment aims to se- 
cure.“* That way is clearly open. For 
the fundamental difference between 
capitalistic enterprise and the coop- 


erative—between economic absolut- 


ism and industrial democracy—is one 
which has been commonly accepted 
by legislatures and the courts as justi- 
fying discrimination in both regula- 
tion and taxation.” Liberty Ware- 
house Co. v. Burley Tobacco Grow- 
ers Assn., 276 U. S. 71. Compare 
Citizens Telephone Co. v. Fuller, 229 
U. S. 322. 

There is a widespread belief that 
the existing unemployment is the re- 
sult, in large part, of the gross in- 
equality in the distribution of wealth 
and income which giant corporations 
have fostered; that by the control 


“Compare Harold J. Laski, The Recovery of Citizen- 
oS Horace M. Kallen, Individualism (1933), 
Pp. “241, 

“See Frost v. Corporation Commission, 278 U. S. 515, 
$39, notes 8-16, 23. 


which the few have exerted through 
giant corporations, individual initia- 
tive and effort are being paralyzed, 
creative power impaired and human 
happiness lessened ; that the true pros- 
perity of our past came not from big 
business, but through the courage, the 
energy and the resourcefulness of 
small men; that only by releasing 
from corporate control the faculties 
of the unknown many, only by re- 
opening to them the opportunities 
for leadership, can confidence in our 
future be restored and the exist- 
ing misery be overcome; and that 
only through participation by the 
many in the responsibilities and de- 
terminations of business, can Ameri- 
cans secure the moral and intellectual 
development which is essential to the 
maintenance of liberty. If the citi- 
zens of Florida share that belief, I 
know of nothing in the Federal Con- 
stitution which precludes the state 
from endeavoring to give it effect and 
prevent domination in intrastate com- 
merce by subjecting corporate chains 
to discriminatory license fees. To 
that extent, the citizens of each state 
are still masters of their destiny. 


MORNING SONG 


There’s a mellower light just over the hill, 
And somewhere a yellower daffodil, 
And honey, somewhere, that’s sweeter still. 


And some were meant to stay like a stone, 
Knowing the things they have always known, 
Sinking down deeper into their own. 


But some must follow the wind and me, 
Who like to be starting and like to be free, 
Never so glad as we’re going to be! 


Kare WILSON BAKER. 





Is A DOLLAR ALWAYS A DOLLAR 


‘“ HEN a, dollar is not a 

W dollar, what can a man 

do?”’ asked Joe Freeman 

in desperation, and he threw.down the 

pencil which, for all his figuring, had 
helped him not one whit. 

The income of a textile weaver even 
in the best years had not allowed much 
for savings when one had a wife and 
three children to care for. But with 
careful planning and help from Mrs. 
Freeman and Joe, Jr., the Freemans 
had accumulated, bit by bit, a thou- 
sand dollars. Five years ago (1928), 
on what seemed the best of advice, 
they had invested it in two real estate 
bonds, which would bring 6 per cent 
interest instead of the 3 per cent of- 
fered by banks for a savings account. 

For three years now they had strug- 
gled to keep body and soul together 
without touching those bonds. Work 
had been cut more and more; Joe 
Freeman had been lucky to keep his 
job, but the family had less than half 
their normal income. There had been 
Anna’s illness. Then their car had 
gone—a loss of $300; next their radio 
—another $50; several’pieces of fur- 
niture had disappeared; they had 
moved to cheaper quarters; food and 
clothes had been skimped to the bone. 
Now, in October, 1932, as he sat there 
in the bare living room, he dared not 
look ahead to the future. 

“‘What’s the matter, Dad?” asked 
Benny, out of the depths of school 
books. “Somebody given you a lead 
dollar?” 

“No, but gilt-edged real estate 
bonds might as well be lead dollars 
for all the good they are now. A dol- 


lar simply isn’t worth a dollar any 
more—that is, not if it’s a dollar in 
real estate,” 

“Nor if it’s a dollar in common 
stocks, or in wheat or cotton, Dad, or 
nearly any kind of a bond except gov- 
ernment bonds,” put in Benny. He 
had gleaned more than most of his 


‘class from the senior courses at high 


school. “Even the dollars in the 
banks don’t all come out. There does 
seem to be something wrong with 
*em.” 

Joe Freeman smiled. He couldn’t 
help feeling a touch of pride. There 
was Benny again, right on the dot with 
information. The lad was only 18 but 
he was alive to everything. Often he 
seemed to have a grown man’s grasp 
of facts and his mind penetrated to 
essentials. It was his future more 
than theirs that mattered. 

“Is there anything wrong with our 
bonds, dear ?”’ Helen Freeman’s voice 
could not hide her concern. 

“Only the same thing that seems to 
be wrong with everyone’s bonds, as 
Benny says. When we put our money 
into them four years ago there was 
more than a dollar’s worth of real 
estate back of every dollar we in- 
vested. Today, the property has gone 
down till there’s hardly half a dollar 
for a dollar invested, and if things 
don’t pick up, I doubt if we’ll get any- 
thing for them.” 

Mrs. Freeman dropped the sock 
she was darning. “Not our Fairview 
Apartment bonds? Not our thou- 
sand— But Joe! They’re all we 
have—and Benny—his course at the 
engineering school next year!” 
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Benny’s chemistry book slipped to 
the floor with a dull thud. He did not 
hear it. Tensely he dug a pencil 
into the table. ‘Tech’ had been his 
dream; he had lived and worked for 
it for three years. He had not real- 
ized till now what those bonds meant. 
Suddenly— 

“Now don’t you worry, Mother. 
It’s going to be all right. I was talking 
to the druggist the other day. I think 
he’ll give me a job helping round the 
shop. I could earn something and 
learn a lot too.” 

“Nonsense, Benny!” his father cut 
him off. ‘‘You’re not to give up Tech. 
You couldn’t get a job now anywhere. 
Salter told me the other day he 
couldn’t even meet rent for the store. 
Not much chance he’d be taking any- 
one on.” 


II 


Joe Freeman realized that he was 
not alone in his trouble. He had been 
caught with millions of others in a 
cyclone of economic change which had 
swept away values, destroyed invest- 
ments, ruined thousands, thrown mil- 
lions out of work. A talk he had 
heard at the central labor union the 
other night stuck in his mind. 

“The changing value of the dol- 
lar—that’s at the root of our trou- 
ble.” The speaker, a professor from 
the university, had an unusual grasp 
of present-day problems. He had 
shown clearly how a fall of prices may 
wreck a thousand business firms and 
throw millions out of work; and rising 
living costs may reduce a worker’s 
family to poverty. . 

Freeman had been turning that idea 
over in his mind. It cleared up sev- 
eral things he had not understood; it 
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seemed to check with his own experi- 
ence. He remembered war time— 
when prices of food, clothes, rent had 
doubled or trebled. A dollar in 1920 
would not buy half what it bought be- 
fore the war. Helen, for all her 
clever management, could not stretch 
the pay envelope to cover their needs. 
Bread had gone up from 5 cents be- 
fore the war to 8, then 10, and finally 
12 cents a loaf; potatoes had soared 
from 2 to 10 cents a pound; sugar 
from 6 to 19 cents; they had gone 
without long before it reached the top 
at 27 cents; milk, rice, meats had 
doubled; eggs went up to 92 cents a 
dozen, from 35 cents before the war. 

He looked back now with a new un- 
derstanding. Yes, it was the changing 
value of the dollar that had wrecked 
their first and only effort to own a 
home—was it going to wreck their 
son’s career now? He forced that 
idea out of his mind. He would try 
to understand this problem—it was 
vital to him and every working man; 
perhaps they could do something 
through the union. He went on check- 
ing over his experience. 

In 1915, just before Benny was 
born, they had put their small savings 
into a home. The mortgage payments 
were heavy but if work kept on stead- 
ily, he had felt sure they could meet 
them. Joe, Jr., was 6 and Anna 3 
when they moved in—how excited and 
happy they had been! Then came ris- 
ing expenses. He was not in a union 
mill then—pay increases were few. 
Living costs mounted constantly. 
There were five of them now to feed. 
Even before Anna’s sickness they had 
fallen behind with the mortgage pay- 
ments. The two years after the war 
were a desperate struggle. Living 
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costs steadily rising—food, clothes, 
everything skimped. Then Anna had 
typhoid. If they could have given her 
proper medical care she would not be 
so delicate now—he was sure of that. 
Mortgage payments fell far behind 
and foreclosure threatened. They 
had gone into debt to save their home, 
borrowing against the future. Then 
came the price declines of 1921. Tex- 
tile mills went out of business. Men 
and women were laid off by the hun- 
dred. Joe’s mill was not permanently 
closed ; but he was unemployed a large 
part of the time, and in addition his 
wages were cut 50 per cent. They 
lost their home. Yes, price declines 
had taken a heavy toll. 

They had lived with Helen’s mother 
till work picked up. Then a two-room 
apartment. Joe, Jr., had gone to 
work at 14 (1923) and Helen, too, 
worked when she could. They joined 
the union as soon as they could pay 
dues. Gradually they pulled out of 
debt. Through the union they in- 
creased their pay; they moved to a 
larger apartment. 

The next years were better—yes, 
he remembered, as the professor had 
said, that prices hadn’t changed much 
from 1923 to 1929. Work had been 
fairly steady, the family budget had 
not mounted as in war times. All 
three worked hard, and saved. Anna 
was to go through high school—she 
was not strong enough for the mill. 
Benny had begun to show ability at 
school. In mathematics and science he 
led his class; the teacher had called 
to comment and suggested a course at 
the school of engineering. Then it 
became the family purpose to give 
Benny his chance. At first they had 
denied themselves everything but bare 
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essentials. Later, as savings grew, 
they allowed themselves a modest 
car—‘to give the youngsters an out- 
ing’’—and later still a radio and a sim- 
ple set of furniture, on installment. 

Just before the depression Joe, Jr., 
had married. They were glad for his 
sake. Betty Carlton was just the girl 
for him—but they missed his help 
sadly. Still they could have made out 
if work had been steady. But the mill 
went on part time and often there was 
no work at all. Could that be laid to 
price changes? Freeman remembered 
a talk with the foreman. ‘“Can’t get 
anything for cotton goods now-a- 
days,” Clark had said. “Prices gone 
down nearly 50 per cent since 1929. 
It doesn’t pay to make up a lot o’ 
goods when you re sure to lose on em. 
Better put the plant on short time and 
lay off a few than go out of business.” 

At home, installments came due; it 
was next to impossible to meet them. 
Anna left school in her senior year 
(1930) and looked for a job, but her 
typing only brought in a few dollars 
occasionally. They cut down on food, 
clothes, everything. Then Anna’s ill- 
ness had ended the hope of saving 
their possessions. One by one, every- 
thing they were buying on installment 
had gone. 

III 

Living costs were lower now—but 
not enough to compensate. It seemed 
to Joe Freeman that a working man 
always lost out. Prices never came 
down fast enough to compensate for 
losses through unemployment in a 
depression; and in prosperity, wages 
never rose fast enough to keep up with 
prices. 

He remembered the employers’ ar- 
gument at their recent wage contro- 
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versy—‘‘Living costs have come down 
23 per cent since 1929;' the wage 
scale should be lowered to corre- 
spond.” He had been on the confer- 
ence committee. It was true that liv- 
ing costs were lower—the figures were 
from the Labor Department in Wash- 
ington and he remembered too that 
Helen said she was getting méat for 
10 and I5 cents a pound when it had 
been 20 and 30 cents ;? flour was down 
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man felt. If wages rose only when 
prices rose, and fell again when living 
was cheaper, there could be no prog- 
ress. The union had always main- 
tained that living standards should 
rise as modern machinery increased 
the workers’ productivity. Yet this 
cost-of-living argument was constantly 
fogging the issue. Employers now 
claimed that their prices were declin- 
ing, that costs had been cut and wages 
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They were always fighting for the wage level—either to keep up with prices or to avoid 
being swept down with them. 


from 5 to 3 cents a pound; beans from 
14 cents to 4 cents; potatoes from 3 
to 1% cents. But even so they could 
not cover expenses with wages cut 
almost to nothing. The conference 
committee made that a strong point 
with the employers. Average earn- 
ings, even for those at work, had come 
down from $15.23 a week at the end 
of 1929 to $10.10 a week in January, 
1933—a decline of 34 per cent, while 
living costs had fallen only 23 per 
cent.* 
_ To gauge wages to costs of living 
was a wrong principle anyhow, Free- 
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must come down. Their union was al- 
ways fighting for the wage level 
either to keep up with prices or to 
avoid being swept down with them. 
If the value of the dollar could be 
kept stable, as the professor had said, 
wages and living standards might be 
kept moving upward in step with mod- 
ern improvements. 


* December, 1929, to December, 1932—Labor 
Department figure average for United States. 

* Comparing 1929 with January, 1933—Labor 
Department figures, average for United States. 

*These are average figures for the cotton 
goods industry, United States Labor Department. 
They do not attempt to show actual earnings in 
a union mill. 
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IV 


In the days that followed, Joe Free- 
man discussed this question with the 
president of the union and several of 
the brothers. There was talk of infla- 
tion in the daily papers, of getting 
prices back to the 1926 level. Advo- 
cates of inflation claimed that if prices 
could be started upward, industry 
would pick up again, there would be 
more jobs. This was a vital matter 
to their union—over half their mem- 
bers were out of work. When they 
were sure this was the right policy they 
could bring pressure on Congress. In 
the next union meeting Freeman 
moved that the central labor union be 
requested to call an open meeting and 
ask the professor down for discus- 
sion. The motion was carried with- 
out dissent. 

Then came the bank crisis. More 
members were thrown out of work; 
they could not draw on their savings 
in closed banks and the others had to 
do what they could for them out of 
their own meager earnings. Daily 
they read in the papers about gold 
hoarding, a new paper money, more 
talk of inflation. Daily they saw 
shops close down, bread lines grow. 
When the night came for the profes- 
sor’s talk at the central labor union, 
interest was intense and the hall was 
well filled. Benny had asked to come 
with his father, and it was not without 
pride that Joe Freeman introduced 
him to the brothers. 


V 


The professor did not waste words. 
Because most of the banks are open 
again, he said, do not fool yourselves 
into thinking that the economic crisis 


is over. We are still in the midst of 
the most serious world economic crisis 
of all history. Already it has over- 
thrown governments, destroyed world 
trade, thrown most of the world off 
the gold standard. 

The suffering of great masses of 
people brings bitterness and rebellion, 
often bloody revolt. But no revolu- 
tion has yet reached the cause of this 
economic trouble nor provided a rem- 
edy. Our present crisis is like a dis- 
ease; we need to diagnose it, as a 
doctor would diagnose a case of ty- 
phoid. But to overthrow a govern- 
ment or to close all the banks will no 
more diagnose the trouble or cure it 
than if a doctor were to cut off the 
patient’s leg to kill typhoid germs. 

The diagnosis of our present eco- 
nomic disease shows one fundamental 
economic force which has swept us all 
downward in its wake—the decline of 
prices.* I am particularly glad that 
you, representatives of Labor, want 
to discuss this matter, because you 
have suffered more in the last three 
years from this great down sweep of 
prices than any other group; and be- 
cause you can, through the power of 
your organization, take steps to pro- 
tect yourselves from it. It is of vital 
concern to you, not only now in this 
crisis, but at every time. For your 
wages should be rising steadily as your 
producing power increases, instead of 
being held back or carried down by 
price changes as they are under pres- 
ent conditions. A price decline such 
as we have had in the last three years 
can destroy your standards of living, 
throw you out of work, even wipe 


*For further details on price declines, see 
AMERICAN FEDERATIONIST, March and April, 1933, 
articles on the crisis. 
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, away your savings in bank failures 
and defaulted investments. 

The professor paused. Joe Free- 
man found himself listening with in- 
tense interest; the speaker had 
- touched directly on his own personal 
troubles, even to the defaulted bonds. 
He glanced around the room; atten- 
tion was riveted on the professor. 
Even Brother Allen, who had been 
known to sleep at central labor union 
meetings, was staring ahead with wide 
open eyes; Brother Kelly had actually 
allowed his perpetual cigar to go out. 

The professor continued. 

As long as prices keep on going 
down employment can not increase 
and you can not get jobs; while prices 
decline, you will have the greatest dif- 
ficulty in holding your wage level— 
you probably will not be able to hold 
it. Until prices are either stablized 
or start upward, business can not pick 
up and we can not get out of this de- 
pression. If your organization cares 
a cent about saving your members 
from more unemployment and wage 
cuts now, and gaining high wage levels 
and security in the future, you will 
have to turn your attention to the 
price level. 

Let me explain briefly why this is so. 

While prices go down, every em- 
ployer will pare down his business to 
the very bone. For it will not pay him 
to buy a quantity of raw cotton this 
week if he can buy it cheaper by wait- 
ing till next week; and it will not pay 
him to make up a quantity of cloth if 
the price goes down meanwhile and it 
is left on his hands to sell at a loss. 
Therefore he will manufacture only 
the bare minimum necessary to fill his 
orders, and lay off his extra men. This 
same policy is followed by every busi- 
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ness man in every locality; and the 
result is short time work, unemploy- 
ment and then wage cuts to save ex- 
pense. But the damage does not stop 
here. 

When prices go down and business 
sinks to lower levels and workers’ in- 
comes are reduced, neither business 
men nor farmers nor wage-earners can 
pay their debts. This is a very serious 
matter, because much of our prosper- 
ity from 1922 to 1929 was built up 
on borrowed money, and every debt 
is someone’s investment. Our total 
debts, public and private, inthe United 
States increased from $136,000,000,- 
000 in 1922 to $203,000,000,000 
in 1929." This money was loaned by 
people like you and me who had saved 
a little and wanted to invest it where 
it would bear interest; either we de- 
posited it in the banks and the banks 
loaned it to farmers on farm mort- 
gages, or for city real estate on bonds 
or for short term business operation 
on commercial paper; or else we 
bought the bonds or mortgages our- 
selves. If these debts are not paid we 
lose our savings, and banks fail. They 
can not be paid unless prices rise. 

There are only two ways to dispose 
of adebt. Either you eliminate it by 
paying, or it eliminates you by bank- 
ruptcy. If you can’t pay it when the 
installment comes due, and can’t post- 
pone it, then you go bankrupt. And 
that is what happened to 92,000 busi- 
ness firms since 1929. Several billion 
dollars of debt has been cleared in this 
way in the last three years. But every 
time a firm goes out of business, men 
are probably thrown out of work, the 
proprietor, the investor or the bank 


*Figures of Messrs. Warren and Pearson, 
“Prices,” p. 237. 
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who put money into the business lose 
a large part or all their investment. 
By wholesale debt clearing of this kind 
everybody loses. And if we go on 
with it, we will destroy, one by one, 
thousands of the units of production, 
transportation or service on which our 
civilization depends; and we will 
throw millions more out of work. We 
will gradually drive ourselves back 
toward the primitive civilization of 
past centuries. 

You see the downward maelstrom 
we are caught in and the destruction 
which every day of price declines 
leaves in its wake. As we watch these 
price declines and the destruction they 
leave, we have the hopeless feeling of 
men caught in a cyclone which they 
can neither control nor escape. This 
feeling has led many nations to po- 
litical revolution. But in this country 
we need not be hopeless because the 
trouble has been diagnosed and we 
know the remedy and our political in- 
stitutions make it possible to apply the 
cure. The price decline is not bottom- 
less; there can be a very definite bot- 
tom to it, and that is what I want to 
discuss next. 
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VI 


The professor paused; someone 
brought him a glass of water. Joe 
Freeman looked again at the audience, 
“Rather a new slant on our problems,” 
he thought. “I wonder how the boys 
are taking it.” From a few nods and 
whispered words he gathered a gen- 
eral feeling—‘‘Well, that man talks 
sense at least.” “I hope there is a 
bottom to this depression.” 

“Dad, I wish I could study with the 
professor !”” whispered Benny. 

The speaker began again. 

I said that there can be a very defi- 
nite bottom to the price decline. To 
explain this, I should like to use a 
chart. (See graph below.) This 
chart ° shows the course of wholesale 
prices in the United States for nearly 
100 years—the heavy black line. You 
will notice that this black line varies 
up and down a great deal, and that 
during the world war period, 1914 to 
1920, it rose to a very high peak. In 


*This and the following chart are taken from 
“Prices” by Professors Warren and Pearson, 
pages 82 and 87. The text outlines several points 
in their discussion of prices. 
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1920, the wholesale price level in the 
United States was 126 per cent above 
pre-war, that is, prices were more than 
double the pre-war average (1910 to 
1914). Today (1932) they have 
fallen back to 5 per cent below the 
pre-war average. 

You doubtless remember what a 
struggle you had to keep your wages 
up to the rising prices of war times. 
As we noted in my last talk with you, 
the dollars in your pay envelopes in 
1920 were worth less than 50 cents in 
buying power, for whenever prices go 
up, the value of your dollar goes 
down. Your dollar is worth to you 
just what it will buy. Today, after 
prices have gone down, the value of 
your dollar has gone up. It is worth 
almost 35 cents more to you today in 
buying power than it was in 1929 *— 
but this increase in its value is not 


enough to compensate you for the dol- 
lars lost out of your pay envelopes by 
wage slashes and unemployment. 
This problem of the changing dol- 
lar—that is, the problem of price rises 
and declines—has hindered workers’ 
progress ever since you began to or- 


ganize in trade unions. It hinders 
everyone’s progress. At present, as 
we have just seen, it is threatening us 
all with deeper depression and worse 
destruction; but throughout the past 
century there has never been a time 
when the value of the dollar was not 
changing and causing trouble. If 
prices rose we had rising costs of liv- 
ing, inflation, overproduction; if they 
fell we had depression. 

Now let us look at the chart again. 
You will notice a dotted line which 
also varies up and down. This dotted 
line is the key to the whole story; 
watch it carefully. You see that the 
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heavy line keeps closely along with it, 
except in three cases: the Civil War 
period, the years from 1892 to 1899, 
and the world war period. Each time 
the price line leaves this dotted line 
there is a definite reason, and each 
time it must come back. It went far 
above in 1920, and it had to come 
back—hence our price declines. This 
will be true as long as the world is on 
the gold standard. 

The value of gold—that is the key 
to our problem. Perhaps you do not 
think of gold as changing in value be- 
cause you think of it as the measuring 
rod which measures all other values. 
That is true—it is our measuring rod, 
but it does change in value, and that — 
is just where our trouble lies. We 
have a standard yardstick to measure 
cloth, always equal to 36 inches; but 
when it comes to measuring the value 
of the things we buy—food, clothes, 
the very things we depend on to live 
—we have a yardstick which changes 
all the time! Isn’t it ridiculous! It 
is as if we tried to measure cloth with 
a yardstick that was 30 inches long 
last year, 36 inches this year and 40 
inches next year ! 

The value of gold changes from 
year to year, and our dollar, which is 
always worth exactly 23.22 grains of 
pure gold, changes exactly as the value 
of gold changes. 

We say the value of our dollar—or 
of gold—is high when prices are low 
and goods are cheap, for then it is 
worth a great deal in terms of the 
goods we need; we say the value of 
gold is low when prices are high, for 


* Based on cost of living figures for February, 
1933. Labor Department index, brought up to 
February by National Industrial Conference 
Board figures. 
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then a dollar is worth very little in 
goods. 

What makes the value of gold high 
orlow? Exactly the same thing that 
makes the value of other things high 
or low: Supply and demand. It is sim- 
ply a question of bargaining: How 
much goods will people give for an 
ounce of gold? Since gold is our in- 
ternational money, and most impor- 
tant commodities pass in international 
trade, the whole world fixes the value 
of gold because the whole world bids. 
An ounce of gold will buy just as much 
wheat in Liverpool or New York or 
Cairo or Calcutta—minus the cost of 
transportation. If this were not so, 
and if the price were higher in Liver- 
pool, shiploads of wheat would leave 
every port for Liverpool—and the 
price would soon come down. This 
international bargaining fixes prices of 
the international commodities in every 
country. Since our basic commodi- 
ties—wheat, cotton, steel, chemicals, 
rubber, silk, sugar etc.—pass in in- 
ternational trade and other prices 
hinge on them we may say that in gen- 
eral our prices are fixed in a world 
market, by bargaining gold for goods. 
For gold is our only international 
money. 

If gold is plentiful and nations are 
not trying to hoard it, then the value 
of gold will be low. But if gold is 
scarce and nations are trying to get it 
and keep it, as they are today, the 
value of gold will be high, and prices 
will be low. For instance, in 1914 
one ounce of gold would buy 22 bush- 
els of wheat; in 1920, when the value 
of gold was low and prices high, one 
ounce would buy only 15 bushels; to- 
day, with the value of gold high and 
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prices low, one ounce of gold will buy 
34 bushels of wheat.* 

World monetary stocks of gold are 
always increasing, and the world sur- 
ply of other goods also increases 
steadily. But sometimes the supply 
of gold does not increase as fast as the 
supply of goods; then gold is scarce 
and prices fall. At other times, the 
supply of gold increases more rapidly 
and prices regain their level. Look- 
ing back over the last century, we can 
see the drama of the world-wide 
search for gold.’ A decline of prices 
from 1814 to 1843 drove people to 
hunt gold; it was found in California 
and Australia. Then gold production 
increased from 1840 to 1860, and 
soon the increasing world gold stock 
brought prices up. But the gold in 
these mines gave out and prices began 
a long decline to 1896. Another fever- 
ish hunt for gold, and it was discov- 
ered in South Africa, Colorado, 
Alaska. From 1890 to 1915 gold 
production increased, and soon prices 
were brought up again. But gold pro- 
duction has declined since then until 
today’s high value of gold has sent 
people out to the placer mines of Colo- 
rado and elsewhere to “‘shake gravel” 
and gold production has again begun 
to creep upward. In the past century, 
world production of basic goods has 
risen more steadily than gold produc- 
tion—it doesn’t depend on discovery 
of gold mines. 

The value of gold—and therefore 
the value of our dollar and the price 
level—depends on the supply and de- 


* May futures at Chicago, April 17, 1933. The 
other figures are for May futures at Chicago, 
in April each year. Standard Statistics and New 
York Times. 

* Warren and Pearson “Prices,” p. 98. 
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mand for goods and the supply and 
demand for gold. We have found 
that in the long run.the relation be- 
tween world stock” of gold and world 
production of goods governs our price 
level. 

Now let us go back to our graph 
and the dotted line. I have not told 
you what it represents. It shows this 
relation between world stocks *° of 
gold and world production of goods. 
When world gold stocks did not keep 
pace with world production, 1870 to 
1890, our dotted ratio line went down 
and prices had to come down too. 
After 1900, when the new mines had 
begun to produce and gold stocks in- 
creased a little faster than other pro- 
duction, our dotted ratio line begins to 
move upward again, and prices come 
up with it. It always takes several 
years for the increased production of 
gold to influence prices. 

You will remember that we found 
there were three times when prices did 
not follow our dotted ratio line, and 
every time there was a reason. First, 
in the Civil War, we were off the gold 
standard, and our prices were not paid 
in gold. Second, from 1892 to 1899, 
foreign countries drew great quanti- 
ties of gold out of our country, and a 
shortage of our own supply brought 
our prices down. (The dotted ratio 
line does not show this because it 
covers world gold stocks.) Third, in 
the World War most of the impor- 
tant nations of the world went off the 
gold standard, so they were not bid- 
ding for gold; there was little demand 
for gold, it was cheap and prices 
soared. When the nations came back 
on the gold standard from 1924 to 
1928, and when large international 
debts had to be paid, gold was in ur- 
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gent demand and prices had to come 
back to the gold level. 

The graph on page 498 shows how 
gold, our yardstick of value, has 
changed constantly in purchasing 
power during the last century. 
In 1834 Congress fixed 23.22 grains 
of pure gold as the gold value of 
a dollar. This made one ounce of 
gold always worth $20.67." This 
price for gold has not been changed.” 
But the value of gold— its purchasing 
power — has changed enormously. 
Just before 1900 when the value of 
gold was at its highest, an ounce of 
gold would buy almost $30 worth of 
goods; in 1920 at its lowest, less than 
$10 worth (averages). 

One thing this graph shows clearly: 
As long as our dollar is tied to a fixed 
amount of gold (23.22 grains) its 
value in buying power will change con- 
stantly. For we can not control the 
production of gold or fix a date when 
new supplies will be discovered and 
mined. 

Experience for the past century has 
shown that world gold production 
would have to increase 3.15 per cent 
per year to keep our prices stable if 
our dollar is tied to a fixed amount of * 
gold. It has never increased regularly 
at this rate and it probably never will. 

What you and I and everyone care 
about is the amount we can buy with 
our dollar; that should always be the 
same. That is, prices should be 
stable. But prices—and the buying 


*” Monetary stocks—not including gold used in 
jewelry, etc. 

“From 1793 to 1834, the price of gold was 
fixed at $19.39 an ounce. 

* This price has been maintained except dur- 
ing two panics and in the civil war when we sus- 
pended gold payments temporarily but returned 
to the same fixed amount. 
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power of the dollar—can never be 
stable while the gold value of the dol- 
lar is fixed. If we change the dollar’s 
gold value as the price level changes, 
then we can have steady prices and a 
dollar with steady buying power. As 
someone has picturesquely said: We 
must either have a hard dollar and 
rubber prices or hard prices and a rub- 
ber dollar. Of course we all want 
hard prices. 

At this present moment we must 
have hard prices, or rising prices, else 
we shall be swept down to destruction. 
We have no time to lose, for if the 
present suffering continues we shall 
have revolution. 


VII 


What can we do about it? 

The first thing we must do is to stop 
at once trying to keep our dollar equal 
to 23.22 grains of gold. Gold pay- 
ments have already been suspended, 
because we could not continue redeem- 
ing our dollars at this price. This 
gives the government its chance to re- 
duce the amount of gold in our dollar. 
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All other countries have suspended 
gold payments and allowed their cur- 
rency to fall in gold value, except 
those which had already reduced their 
currency since the war. In England, 
since the gold standard was suspended 
in 1931 and the pound depreciated, 
prices have been stable. In Sweden, 
the krone has been adjusted to the 
price level and prices are stable. 

In America, our debts will drag 
prices down unless we reduce the 
value of our dollar and raise prices. 
We are trying to pay our debts in 
dollars worth from 50 cents to one 
dollar more than the dollars we bor- 
rowed and it can’t be done. We can 
go on with deflation and clear our 
debts by bankruptcies, unemployment 
and destruction; but if we do, we will 
have revolution long before deflation 
is completed. It would take three or 
four years to complete the major part 
of the deflation, and a generation to 
finish it. 

Only two courses are open to us— 
reduce the gold value of our dollar 
and raise prices, or go through worse 
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destruction and drive the country to 
revolution. 

If we decide to change the value of 
our dollar, there are several measures 
we can take. 

1. Wecan reduce the gold value of 
the dollar and raise prices enough to 
pay debts. By putting our currency 
on a par with that of other nations we 
could stop the price decline. But this 
would not provide for a stable price 
level in future. 

2. We can provide that the gold 
value of the dollar be reduced and ad- 
justed to the price level. In this way 
we could stabilize the general price 
level permanently. 

3. We can do away entirely with 
the effort to fix a gold value for our 
currency and let the dollar find its own 
level in international trade, providing 
only that it be managed to prevent too 
great rises or declines.’* This is called 
a “managed currency” and is the sys- 
tem now in force in England. It has 
the advantage of keeping prices ad- 
justed in international markets as well 
as at home. 

4. We could link our currency to a 
combination of gold and silver “sym- 
metalism.”** This would do away 
the scarcity of our metal base and 
would raise prices. But it would not 
provide for stable prices in future. 

Whatever we decide to do, the Fed- 
eral Reserve Board must cooperate. 
If the government will adjust the dol- 
lar and then follow this adjustment 
with strong Federal Reserve action 
to buy government securities and raise 
prices, making its plan clear to the 
public, business men can have con- 
fidence to go ahead and we can get 
men back to work. 


A number of business men have told 
me that they were ready to go ahead 
if they could be sure of stable prices. 
How foolish it would be to go on with 
deflation, when the cure is to adjust 
the dollar and stabilize prices. 

Your organization is in a position 
of particular strength at this time if 
you wish to support sound measures to 
protect your members and prevent 
catastrophe. If you would care to go 
into further examination of the possi- 
ble measures, I am at your service to 
cooperate in any way I can. Let me 
thank you for your attention. 

As the professor closed, there was a 
general hum of voices. Joe Freeman 
saw Brother Manley, secretary of the 
central labor union, shake the speak- 
er’s hand warmly. A knot of ques- 
tioners gathered and discussion began. 

“Will the union do anything about 
it, Dad?” asked Benny. 

“They can do a great deal”—his 
father started, but was interrupted by 
Brother Manley. 

“Freeman, I'd like you to be on a 
committee to study this question thor- 
oughly and report back to our next 
meeting.” 

As they walked home that night 
Benny’s mind was wide awake. ‘Dad, 
we couldn’t do much without a union, 
could we? But union officers have to 
know a lot!” 

“They do know a lot, Benny, both 
from long experience and from study. 


8 At present (end of April) our dollar is find- 
ing its level in world markets, but no attempt 
has been made to “manage” the currency. 

%*“Symmetalism” is the term applied to a cur- 
rency payable in a combination of gold plus 
silver; “bimetalism” is a currency payable in 
either gold or silver. Bimetalism could not be 
safely administered except under an international 
agreement covering all important nations. 
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We have to keep our minds alive to 
basic problems these days. Labor has 
the chance of a lifetime to lay founda- 
tions for future progress. The poli- 
cies our Federal Government estab- 
lishes in the next months on such mat- 
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“Well, once in a while, when we 
need an expert’s information” —Free- 
man wondered if they consulted ex- 
perts often enough. 

Surely the power of their union 
purpose was enough to commandeer 
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Real Wages—Calculated by A. F. of L. (Column 2 divided by Column 3). 


These figures are used in the first graph. 


ters as the value of the dollar, hours 
of work, bank control, minimum wage 
laws and their administration will 
determine Labor’s opportunity for ad- 
vancement for generations.” 

“T should think the union would 
need men like the professor, Dad. Do 
you often have talks like tonight ?” 


the cooperation and advice of the 
country’s best men. And the union 
needed experts if they were go- 
ing to formulate sound policies on 
these complex economic problems. 
That was an idea to work on—and 
meanwhile price declines must be 
stopped. 





THE INTERNATIONAL CONFERENCE ON 
REDUCTION OF HOURS OF WORK 


Atice §, CHEYNEY 


THE Cincinnati convention 
the American Federation of 


A 
Labor adopted the following 


resolution: 


Whereas, The central and historic 
prod of the American Federation of 

abor has always been to promote 
- shortening of the hours of work; 
an 

Whereas, It is the purpose of such 
policy to secure the enjoyment of a 
larger leisure and a higher cultural 
life for the masses of labor; and 

Whereas, Such a policy is made 
economically sound by the necessity 
of maintaining purchasing power to 
take off the market the increasing 
stream of production made possible 
by technological improvement; and 

Whereas, The shortening of hours 
of labor has become during this de- 
pression an emergency measure as 
manifested in the “Share-the-Work 
movement’’; therefore be it 

Resolved, That the American Fed- 
eration of Labor in Convention as- 
sembled favors the full and active 
participation of the American Gov- 
ernment in the Preparatory Technical 
Conference on the Shorter Work- 
day, which is being called by thé In- 
ternational Labor Office at Geneva, 
Switzerland, in January, 1933, for 
the purpose of sifting out the best ex- 
perience of the different countries in 
applying the shorter working week, 
and for the purpose of arriving at the 
most suitable form of concurrent na- 
tional action that will result in the 
most practical way to apply the 
shorter workweek; in short, for for- 
mulating an international program on 


the reduction of hours of work that 
will become a part of the subsequent 
international economic conference 
which is being called in London and 
in which the American Government 
has already agreed to participate; 
and be it further 

Resolved, That we favor the ap- 
pointment of a representative of the 
American labor movement as a joint 
representative and member of the 
American delegation to said Prepara- 
tory Technical Conference on the 
Shorter Workweek. 


Our government did not send a 
delegation, although it instructed the 
United States Consul at Geneva to 
follow the discussions of the confer- 
ence with special attention. It may, 
therefore, be of interest to the mem- 
mers of the Federation and other 
readers of the FEDERATIONIST to 
know what was said and done at that 
conference. 

The conference met from January 
10 to 20, 1933. Thirty-four coun- 
tries were represented. Each coun- 
try was entitled to send three dele- 
gates: One to speak for its govern- 
ment, one for its organized workers, 
and one for its organized employers. 
These delegates could bring with them 
experts to act as advisers. Some 
countries did not send complete dele- 
gations so that there were present in 
all 70 delegates and 75 advisers. For 
ten days this conference of govern- 
ments, workers and employers’ repre- 
sentatives discussed the question be- 
fore them from all points of view and 
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in great detail. Their main conclu- 
sions were that they considered reduc- 
tion of working hours to be “one of 
the measures which would contribute 
to reducing unemployment”; that 
they favored some _ international 
agreement to reduce hours; and that 
the method of reduction should be 
“determined with a view to rendering 
possible the maintenance of the 
standard of life of the wage-earners.” 

Various resolutions were moved 
and adopted or defeated with respect 
to the detailed provisions that should 
be included in the international agree- 
ment under consideration. The most 
important of the resolutions adopted 
provided that in the case of work car- 
ried on by single, full-day shifts it 
should be allowable to organize a sys- 
tem of rotation of employment, pro- 
vided that this did not mean for any- 
one longer hours than those estab- 
lished by agreements already existing 
among the members of the Interna- 
tional Labor Organization—8 in a 
day and 48 in a week in industry 
proper, and 734 hours a day in coal 
mining—that hours in continuous in- 
dustries should be reduced by increas- 
ing the number of shifts, and that it 
was desirable to fix a limit to hours of 
overtime available. 

A full report of the proceedings of 
the conference is being sent to all of 
the governments belonging to the In- 
ternational Labor Organization with 
a request that they send to the perma- 
nent office of the Organization before 
April 15 any comments or suggestions 
which they wish to make with respect 
to the questions discussed and the ac- 
tion proposed. When the govern- 
ment replies have come in the office 
will make a tentative draft for an in- 
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ternationai agreement or possibly a 
group of agreements complying as far 
as possible with the conditions laid 
down by the conference and the sug- 
gestions made by the governments. 
When the regular Annual Conference 
of the International Labor Organiza- 
tion meets in Geneva, June 8, there 
will be laid before it reports of the 
conference discussion and the sugges- 
tions of the governments together 
with the tentative draft for an inter- 
national agreement. 

To the International Labor Con- 
ference each government can send 
four delegates: Two to represent the 
government itself, one to speak for 
its workers and one to speak for its 
employers. If a two-thirds majority 
of this varied assemblage can approve 
the terms of an agreement, that agree- 
ment will be sent to all the govern- 
ments belonging to the Organization 
for their indepedendent considera- 
tion. They are not obliged to com- 
mit themselves to it but it offers them 
an opportunity to act together; by 
acting jointly governments may reduce 
hours without placing on their own in- 
dustries burdens not borne by the com- 
petitors of those industries in other 
places. Any country that is willing to 
come into the agreement only on con- 
dition that its competitors will also 
commit themselves to it may register 
its consent to come in on that condi- 
tion and when all members of a com- 
peting group have registered the 
agreement may come into effect 
among them. 

As such joint conferences have 
already adopted 33 treaties dealing 
with labor law, it is by no means un- 
likely that the conference of June next 
will adopt an agreement on the sub- 
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ject of reduction of hours. And as 36 
countries have committed themselves 
to a larger or smaller proportion of 
these agreements, it is entirely pos- 
sible that in the next few months some 
concerted action may be taken by 
great and lesser industrial countries 
to reduce hours by agreement. 

Although no exact limits for work- 
ing-hours were set by the conference 
all parties talked in terms of forty- 
hour week with only such allowances 
for overtime as would permit men 
working on a four-shift system in con- 
tinuous industries to putting in as 
much as forty-two hours a week. 

Whatever may be the result of the 
formal recommendations made by the 
conference, the question under discus- 
sion had a thorough airing and the 
arguments presented for and against 

eduction will be quoted in many 

countries by all who are interested in 
the issue. In general, the employers 
were against reduction, the workers 
for it, and the governments were in- 
clined to be for it with certain reserva- 
tions. There were no briefs pre 
sented by groups of supporters or 
opponents; each delegate made his 
own arguments. for or against. Some- 
times others on the same side of the 
question backed him up and sometimes 
they disagreed with his particular 
arguments. 

In opposing the attempt to reduce 
hours some employers argued that 
further reduction was impracticable, 
some that it would have no effect on 
the amount of employment or would 
even increase unemployment and some 
that it would have very undesirable 
by-products. 

The arguments urged against the 
practicability of reduction were that 
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in many places it would be impossible 
to employ more workers or shorten 
hours as a permanent offset to the in- 
creased mechanization of industry be- 
cause of lack of plant space and 
equipment; that many unemployed 
lacked preparation for the type of 
work for which labor would come in 
to demand through the reduction of 
hours; that it would increase the de- 
mand for labor more in some indus- 
tries and some localities than in others 
so that many people could only be re- 
employed in industry by moving from 
their homes—which they would re- 
fuse to do; and that in concerns em- 
ploying only a few workers it would 
not be feasible to arrange rotation of 
employees on shorter hours. 

The results of hours reduction— 
supposing some reduction should be 
enforced—were predicted by the em- 
ployers as differing according as this 
reduction should be effected with or 
without a proportionate reduction in 
wages. If wages were reduced along 
with hours, the total purchasing 
power of the workers would, accord- 
ing to their view, not be increased, 
whereas operating costs and prices 
would rise so that the workers as a 
group could buy even less than they 
do now. 

If hours were reduced without re- 
duction of wages other classes would 
have to lose what the workers 
gained and the total amount which 
the people in any country would have 
for spending would not be increased 
and therefore industry would not be 
stimulated. Payment of higher wages 
for shorter hours would mean higher 
labor costs and would encourage fur- 
ther mechanization of industry which 
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would only result in throwing still 
more people out of work. 

The employers who dealt on the 
unfortunate by-products of reducing 
hours pointed to the effect of reduc- 
tion in several different fields. They 
claimed especially that reduction of 
hours would mean increased cost of 
production and make the products of 
industry still more expensive for the 
farmers, who are already unable to 
buy them in the quantities they for- 
merly took, and the unbalanced con- 
dition of industrial and agricultural 
production would be further aggra- 
vated. They also pointed to the prob- 
ability of social unrest resulting from 
the making of legal requirements with 
respect to hours which would conflict 
with the terms of existing collective 
agreements. 

Finally, industry would be deprived 
of the adaptability necessary for ad- 
justing to changed possibilities when 
things begin to pick up; the effects of 
decreasing hours would vary in detail 
from country to country and change 
the competitive status of industries in 
various localities which would tend to 
increase rivalries, strengthen eco- 
nomic nationalism and create further 
hindrance to international trade. The 
employers saw the only promise of re- 
lief from the depression to be in large- 
scale financial and economic adjust- 
ments and urged that no action be 
taken at the moment and that all 
parties await the conclusions of the 
international economic conference 
which is to be called in the near future. 

It was the workers’ delegates and 
some of the government representa- 
tives who put the case for reduction 
of hours which finally won the sup- 
port of the majority of the confer- 
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ence. The supporters of reduction 
refused to believe that the necessary 
adjustments could not be managed by 
industries and industrialists that had 
the technical difficulties which had 
been mastered in the mechanization 
and reorganization of industry dur- 
ing the last few years. 

The workers were flatly opposed to 
any mere spread-the-work program 
that would make those now employed 
carry the cost of reemploying their 
fellows. They considered that they 
had already borne the cost of mechan- 
ization in the loss of employment to 
date and should not be asked to make 
further sacrifices. And they pointed 
out that the present stagnation of in- 
dustry was due to the absence of 
power to buy and that the wages paid 
on account of reemployment would 
not necessarily come out of the de- 
crease in the available purchasing 
power of other classes, as some em- 
ployers had argued, but that an in- 
crease in the power of the workers to 
buy ordinary supplies might so stimu- 
late industry as to restore some meas- 
ure of general prosperity. They did 
not expect that an increase in the pur- 
chasing power of wages would neces- 
sarily cause a rise in prices because of 
the present tendency of industry to in- 
crease productivity and the fact that 
an increase in demand would allow 
such increase in the output of indus- 
trial plants as actually to decrease the 
unit overhead cost of their products. 
With respect to the effect on agricul- 
ture, if increased purchasing power 
could thus be put into the hands of the 
workers without causing a rise in 
prices: it would increase and not de- 
crease the purchase of agricultural 
products. 
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They cited the obvious direct ad- 
vantages of increase of employment 
opportunities: The chance for more 
people to work for the support of 
themselves and -their families; the 
rescuing of young persons from the 
demoralizing condition of idleness 
and the relief of governments from 
the burden of supporting the idle and 
from the temptation to spend beyorid 
their incomes and resort to inflation. 

Finally, they saw no obstacles to 
such adaptation of trade agreements 
as would sanction new working sched- 
ules, and while they agreed with the 
employers that ultimate recovery 
from the depression could not be en- 
joyed without resort to measures of 
reconstruction, they felt that such 
measures could not be applied suffi- 
ciently rapidly and extensively to 
affect the immediate results demanded 
by present conditions. Mechaniza- 
tion of industry is progressing con- 
tinuously and the proposed measures 
of financial and economic’ reform 
make no provision for preventing this 
mechanization from continuously ex- 
cluding men from employment; re- 
duction of hours seems the one means 
so far put forward of keeping people 
in work despite the continuous 
mechanization of production. 

Government representatives were 
agreed with the workers that the 
present situation demands immediate 
action of some sort and some of them 
also agreed that present tendencies of 
industrial development being what 
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they are, any increase in cost of pro- 
duction due to shortening of hours 
without reduction of wages would be 
offset by the effects of increasing the 
purchasing power of the workers, the 
decrease in unit overhead costs due 
to expansion of production and the 
diminution of taxation due to a de- 
crease in government expenditure for 
relief. 

In general, the governments in- 
clined to favor action by the Interna- 
tional Labor Organization looking to 
reduction of hours in countries be- 
longing to that Organization. They 
laid emphasis on the desirability of 
simultaneous action by competing 
countries and while doubtful whether 
the question of maintenance of wage 
rates could be adequately dealt with 
in an international agreement they 
tended to favor some reference to the 
maintenance of current wage incomes. 

Since 34 of the 58 governments 
belonging to the International Labor 
Organization were represented at the 
conference and had opportunities to 
present their views, and since these 
34 included a considerable proportion 
of the governments of the most highly 
industrialized countries, their discus- 
sion and the agreement reached have 
cleared the decks for international ac- 
tion. It remains for the conference 
which will convene on June 8 to decide 
on the terms of an international agree- 
ment for reduction of hours with due 
consideration to maintaining the 
standard of living of the workers. 











EMPLOYMENT GAINS 


the first part of April show 

the first gain in employment in 
six months. The gain is very slight, 
affecting only seven-tenths of one per 
cent of the membership. Our 
weighted figures show: 26.6 per cent 
of the membership out of work in 
March, 25.9 in the first part of April 
(preliminary figure). 


Dit ine from trade unions for 


Record for Six Years’ 
Per Cent of Union Members Unemployed 





SLIGHTLY IN APRIL 


If this employment gain in April 
had followed a gain in March, it 
would be of about normal seasonal 
proportions. But actually union unem- 
ployment increased in March, and this 
small gain in April was not nearly 
enough to compensate the loss. Thus 
at a season when at least 1.5 per cent 
of the membership should normally 
have found work in the two months 


Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. Ave. 


1928 18 18 18 16 
1929 15 15 4 12 
1930 20 22 21 21 
1931 27 27 2% 2 
1932 31 31 30 31 
1933 35 34 34 33 


All Trades 


1928 36 39 38 32 
1929 30 33 34 29 
1930 38 43 41 40 
1931 Si S52 S2 SO 
1932 62 63 63 65 
a, ee :  ’ Me fy 


Building Trades 


1928 18 16 16 12 
1929 8 8 7 5 
1930 15 18 18 19 
1931 28 29 27 29 
1932 34 37 37 39 
1933 47 50 49 49 


Metal Trades 


Printing Trades 1928 4 5 5 5 
1929 4 5 5 4 
1930 5 5 6 6 
1931 10 10 YW 12 
1932 17 18 17 18 


1938 20 22 22 22 


1928 10 10 iit 9 
1929 12 11 8 8 
1930 12 13 13 12 
1931 19 17 16 16 
1932 
1933 22 21 22 © 


All Other Trades 


3 uw & 9 10 9 10 13 13 
11 9 9 9 100 12 12 16 12 
20 2 22 #22 21 21 £462 #2 «2! 
25 25 2% 26 26 26 27 30 26 
31 32 3% 33 32 31 32 34 «(32 
s- 2a @ 2@2Ra Ss A 
24619 #16 #18 +21 22 «+23 «32 ~«2S 
37 37 39 #39 #38 «2«838 «642 ¢«(6«45C~CO 40 
48 48 SO Si S532 533 3% 59 52 
61 62 64 64 65 65 67 69 64 
12 10 13 9 8 8 7 3 
5 5 6 7 7 7 8 il 7 
19 19 21 2 23 21 2 2 2 
sa 1 BNDNANAHN 2 SS W 
39 42 45 45 46 46 46 46 42 
a 5 5 5 5 4 3 5 
3 3 4 4 3 4 + on 4 
6 6 7 8 8 7 8 9 7 
nwmwgwBwH BHR BS SOS 
18 18° 21 22.2 2 19 2 19 
é 8 8 6 6 7 s 9 
6 7 7 7 7 7 9 10 8 
13 14 16 16 14 13 15 15 14 
is 16 17 16 16 16 18 20 17 
na 2sewenws Hb 2a DP 


‘ For an explanation of the collection and computation of the figures, see March, 1928 American 


Federationist. 
? Preliminary. 
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EMPLOYMENT GAINS SLIGHTLY IN APRIL 


from February to April, this year 
there has been practically no change 
in employment and 25.9 per cent are 
still unemployed in April compared 
to 26.0 per cent in February. Thus 
the employment gain in April served 
only to counteract the loss in March 
and unemployment is now back at the 
February level. Since several hun- 
dred thousand persons who normally 
find work in March and April are still 
unemployed, this employment stand- 
still means that the level of unemploy- 
ment is actually higher now than it 
was two months ago. 

The problem of getting men and 


507 


women back to work in the normal 
channels of trade and industry grows 
daily more urgent. The fact that the 
bank crisis of March has been fol- 
lowed by even the small April gain in 
employment shows the pressing need 
for industry’s products. But clearly 
private industry is not ready to fill the 
need or increase activity to any great 
extent. If industry is to be revived 
before deflation has run its course 
definite measures must be taken by 
the Federal Government to put men 
back to work at their normal jobs. At 
the same time work hours must be 
shortened. 


Unemployment in Cities 


All Trades 

Per cent 

Percent increase 

members (+) or 

unem- decrease 
ployed (—) 
April since 

1933 March! 
Atlanta, Ga........... 12 0 
Baltimore, Md......... 32 +11 
Birmingham, Ala...... 29 — 3 
Boston, Mass.......... 33 - 5 
LE, Basecsdiacs 37 — 3 
eee 34 — 3 
Cincinnati, Ohio....... 32 — 3 
Cleveland, Ohio........ 37 —1 
Peer, Colo. ... 2.055 25 —23 
Detroit, Mich......... 39 +5 
Jersey City, N. J....... 36 —14 
Los Angeles, Calif...... 32 +10 
Milwaukee, Wis....... - 27 —13 
Minneapolis, Minn... .. 26 — 3 
New York City, N. Y.. 38 — § 
Omaha, Nebr.......... 25 — 6 
Paterson, N. J......... 42 +10 
Philadelphia, Pa....... 39 —10 
Pittsburgh, Pa......... 38 —2 
San Antonio, Tex...... 14 0 
San Francisco, Calif... . 27 + 2 
st, Leonie, Mo......... 25 — 6 
Seattle, Wash......... 32 0 
13 +4 


Washington, D.C...... 


Building Trades All Other Trades 


Per cent Per cent 
Percent increase Percent increase 
members (+) or members’ (+) or 
unem- decrease unem- decrease Part 
ployed (-) ployed (-—) time 
April since April since all 
1933 March! 1933 March! _ trades 
65 — 3 10 +1 17 
74 + 3 22 +23 17 
76 -—4 22 — 2 23 
61 — 6 19 + 2 23 
79 1 26 - 5 23 
63 — 6 24 -—-4 17 
77 +1 15 - 9 26 
82 — 2 22 0 25 
81 -—4 17 —31 25 
87 + 2 29 +7 21 
85 — 6 22 —20 27 
45 — 2 29 +13 26 
71 —7 19 —10 26 
70 —1 17 -—4 18 
78 +1 22 —13 21 
78 -— 6 11 —4 23 
63 0 39 +13 17 
75 +1 30 —15 20 
79 -— 1 18 - 7 17 
78 + 2 7 -9 22 
71 + 2 20 + 3 25 
56 — 3 18 —7 24 
77 +5 19 — 5 25 
55 0 5 +14 10 


* Reports from the same unions for two months. 










































From Annual Report of the 
President, Sun Oil Company 


John T. Flynn 
Author “Investments & Trusts” 


New Republic 
March 22, 1933 


Natural things 


And spiritual—mho separates those two 
3u art, in morals, or the sorial drift, 
Tears up the boud of nature and brings death 


ELIZABETH BARRETT BROWNING 


Even before the depression it was plain that continued 
prosperity demanded the maintenance of a broad-based 
buying power such as could be assured only by a general 
program of liberal wages and salaries. If a larger share 
of prosperity’s profits had gone to wages, there would have 
been more consumption and less speculation. Capital 
would still have had reasonable rewards, and been avail- 
able in adequate supply to finance every requirement of 
legitimate enterprise. Even in the years when prosperity 
seemed boundless, and enthusiasts believed it was at last 
permanently established, there were some people of longer 
vision who had misgivings. They believed that a general 
disposition to distribute the fruits of prosperity more lib- 
erally among salaried and wage-earning workers would 
best insure maintaining the buying power and consuming 
power of the community. That program would have been 
the best guarantee against the breakdown of consuming 
capacity which is now seen as the greatest obstacle to im- 
proved business. 

We should not forget that all machine development has 
been spurred by high wage rates and that the greatest 
incentive to retiring obsolescent machinery is a wage much 
higher than the current scale. 


The country has heard no end_of denunciation of dummy 
directors. There are two other types far more objection- 
able. They are what might be called hostile directors and 
buzzard directors. 

An investment banker is a seller of securities. A banker 
is a buyer of and lender on securities. Men put their money 
in banks for safekeeping. Safekeeping against whom? 
Against those who have an interest in getting hold of it. 
We fill the banks with uninformed men, steel bars and 
impenetrable vaults to protect the funds from the external 
bandit. But meantime inside the bank are men who have 
a device for getting the depositors’ money against which 
all this armament is powerless. We want our funds pro- 
tected against those who wish to exchange them for doubt- 
ful securities. The last man to be in authority in a bank, 
therefore, is the stock merchant with securities for sale. 
You will find these investment bankers in almost every 
large banking directorate. . . . They should be chased 
outside those banks and made to take their place in line 
with all the other security salesmen. 
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Samuel S. Fels 


President, Fels & Company, 
Philadelphia 


Survey Graphic 
April, 1933 


Frank A. Whiteley 


The Commonweal 
April 5, 1933 


Charles Benedict 


Wall Street Journal 
April 15, 1933 
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Just as we may turn hopefully from the rigid habits of 
conventional banking to a more strategic use of credit, so 
we can test out new conceptions as to the nature of profits 
and prices, and as to wages in terms not so euch of money 
as of what earnings will buy. 

The American business world will sooner or later be 
convinced that a small margin of profit per unit of output 
is all that should be exacted in sales; that beyond that 
point industrial gains should melt into higher wages and 
lower prices; and that this is not merely a question of 
justice but one of monetary advantage to the producer. 

** *# * @ 


We need neither abandon our old freedoms nor throw 
away our new tools of production. But we must reconcile 
concerted economic action with our loosely hung represent- 
ative governments. We must again exert a self-reliant 
mastery over our scheme of subsistence or we may lapse 
into a new peonage—this time to the machineries we have 
set up. 


Certainly the Constitution cannot be construed to in- 
tend to reward progress of the industrial ‘arts which 
would destroy the very right to life, liberty and happi- 
ness of the citizens of the government it created. It can- 
not be its intent, or the intent of the laws under it, to 
permit increased production and labor-saving to destroy 
jobs for a large part of such citizens and allow vast profits, 
wealth and luxury to accrue to a favored few. Labor- 
saving, no matter how great, or how largely production 
is increased thereby, must be distributed, in shortened 
working hours and modified working conditions, so the 
number of available jobs paying living wages will never 
> materially less than the number of those who require 
them. 


Our prosperity, to a large degree based on luxury buying 
and the leisure time of labor, under a shorter working 
week, would ultimately, if not at once, be conducive to a 
resumption of this luxury buying. There is no escape 
from the inexorable trend in which the employee is bound 
to secure a greater percentage of corporate revenue than 
heretofore. Labor costs will mount; but so will purchas- 
ing power, and markets will broaden accordingly. More- 
over, there will be less need for capital expansion—and 
certainly we are not going to resume the building of 
factories abroad, which have not only decreased the just 
profit of domestic industry, but ultimately caused the sacri- 
fice of the investment. As these things are recognized it 
will become more apparent that the size of the collective 
payroll is the measure of the duration of prosperity. 


JOBS TO REGAIN PROSPERITY 


NUMBER of plans have been 
P+% advanced to raise prices by 
increasing the volume of buy- 
ing in retail stores. These plans are 
based upon the common assumption 
that private industry can not use its 
dwindling credit to produce when 
buyers are not ready to buy. Only the 
Federal Government can assume this 
risk in order to get business going. 
To use Federal credit most economi- 
cally loans should be made to those 
key industries that will carry the 
others along. The more widely con- 
sidered ones are outlined here for 
the convenience of our trade-unionists. 
Colonel Rorty proposes loans to the 
primary or heavy industries; Mr. 
Kent proposes to underwrite the 
consumer industries; Dr. Dickinson 
. proposes to buy or underwrite the 
increase in the output of industries; 
Dr. Keynes proposes a concerted in- 
ternational program providing for 
loan expenditures to raise prices in 
the various countries agreeing to the 
proposition. His plan is put forward 
as a proposal to be considered by the 
World Economic Conference. 


Rorty Plan 


Colonel M. C. Rorty emphasizes 
the need of stimulating production in 
those industries which show the great- 
est decline from normal. The in- 
dustries which have declined the most 
listed from the lowest up are: Build- 
ing, automobiles, steel ingots, lumber, 
automobile tires, cement, indus- 
trial production, gasoline, chemicals, 
woolen mills, electric power, wood 
pulp, bituminous coal, small cigarettes, 


cotton mill, silk mill, wheat flour, 
boots and shoes, etc. The more 
drastic and more fundamental the 


. depression becomes, the more remote 


the chances for recovery by initiating 
consumer buying. Progressively the 
need for applying stimulus to the 
heavy industries becomes greater. 

Because the heavy industries are 
the most deflated and their employ- 
ment and pay rolls normally the larg- 
est, help for these industries would 
have the widest repercussions through- 
out business, with cumulative stimula- 
tion to the whole of business. 

In past depressions signs of recov- 
ery usually were first evident in con- 
sumer buying of clothes and neces- 
saries. In the present depression, abor- 
tive spurts in buying in textiles, shoes 
and light industries have petered out 
without extending into the primary 
industries. The deeper the depres- 
sion goes the more remote are chances 
of recovery by consumer buying. 
Stimulation of the most depleted in- 
dustries would enable their workers 
to buy the products of consumer in- 
dustries. Benefits would be most 
rapid and widespread because of the 
relative importance of the industries. 
We cannot have a general business 
recovery without a substantial in- 
crease in Construction and reconstruc- 
tion industries. 

The Rorty plan provides for a 10 
per cent_bonus on new construction 
projects to contractors submitting 
approved bids. On applications lim- 
ited to reconstruction and reequip- 
ment operations and noncompetitive 
construction (including self-support- 
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JOBS TO REGAIN PROSPERITY 


ing state and municipal works) pre- 
miums should be allowed only on the 
increase in reconstruction operations 
over the previous year for railroads 
and public service companies. 
Colonel Rorty points out that it 
is easy to see why the consumption 
of men’s shirts is bound to con- 
tinue subnormal until the carpen- 
ters, bricklayers, steel workers and 
machine tool builders of the country 
are once more at work—and, vice 
versa, it is difficult to conceive that 
the making of men’s shirts will require 
any special nursing if activity in the 
capital goods and construction indus- 
tries is once restored. If we should 
wait long enough, it is possible that 
we might see a normal production of 
men’s shirts restored because all the 
carpenters had found employment in 
making television apparatus, or some 
other new product—but “long 
enough” might mean twenty years. 
For practical purposes we must get 
the bulk of the carpenters at work 
once more with hammer and saw. 


Kent Plan 


Mr. Fred I. Kent, a director of the 
Bankers Trust Company, proposes to 
attack our depression problem by 
starting the consumer industries. His 
plan, briefly summarized, follows: 

Our problem is to find the way to 
reestablish industry and give jobs to 
the unemployed. Confidence in addi- 
tion to easy money is necessary to busi- 
ness recovery; before business will buy 
raw materials, hire workers, and begin 
production it must be assured a 
market. 

The government is faced with the 
dilemma of either making appropria- 
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tions to support the unemployed or 
finding ways to start up industry so 
the 13,000,000 unemployed can sup- 
port themselves. Money for relief is 
direct consumption of capital whereas 
money spent to underwrite industry 
would provide incomes for the reem- 
ployed and produce the things needed 
in living. The national income will 
rise so there would be a larger tax- 
able basis to support the government. 

The Reconstruction Finance Cor- 
poration would request banks to make 
a quick survey of their clients to estab- 
lish the facts of industry now and in 
a normal year, such as 1927; the num- 
ber of workers employed, amounts 
and kinds of raw materials; inven- 
tories in hands of wholesalers and re- 
tailers, credit necessary to enable each 
industry to meet pay rolls for norma! 
production. The banks would segre- 
gate industries into capital goods and 
consumer goods. These reports 
would be forwarded to the Recon- 
struction Finance Corporation, which 
industries would cover prices of 
goods, questions relating to employ- 
ment, accounting, etc. The normal 
bankers of the industries would be 
advised that the Reconstruction Fi- 
nance Corporation would underwrite 
any part of a stipulated loan resulting 
from failure to sell increased output. 

Mr. Kent proposes to make loans 
to industries producing consumers’ 
goods. He proposes the reemploy- 
ment of 2,000,000 in consumer indus- 
tries which would in turn stimulate 
the raw material industries, transpor- 
tation, machine tools, etc. 

Manufacturers of capital goods 
could be brought into the plan to re- 
place obsolesence but not to increase 
capacity. 





512 


A small bureau in Washington with 
controls in Federal Reserve Banks 
would operate through the regular 
bankers of the industries and would 
supply the necessary machinery. The 
result would be a move in solving un- 
employment, increased national in- 
come and more wealth. 

The plan, put into operation, its 
activities in the order of their progres- 
sion would be as follows: 


1. Commercial paper eligible for 
rediscount with the Federal Reserve 
Banks would be created in banks 
throughout the United States having 
industrial clients who came under the 
operation of the plan. 

2. Bank deposits would go up with 
the credits to industry. 

3. Men would be positively em- 
ployed in production throughout the 
United States. 

4. The purchase of raw materials 
by manufacturers would have the fol- 
lowing effects: 

a. Reduce overstocks of raw mate- 
rials which would indirectly 
benefit producers, although they 
would not be among those cov- 
ered in the guarantees. 

b. The employment of further men 
in the raw material industries 
such as mining, lumbering, etc. 

5. Increased transportation in 
carrying raw materials and later fin- 
ished goods in turn would result in the 
employment of more men by the rail- 
roads. 

6. Indirect demands upon manu- 
facturers of capital goods not directly 
affected by the requirements of those 
industries which did increase their 
output. 


AMERICAN FEDERATIONIST 


The new men employed by the man- 
ufacturers of consumers’ goods could 
produce more than they and their 
families could consume, but this pro- 
duction would not be increased by the 
new additional men employed because 
of ,the demands made upon the pro- 
ducers of raw materials and of capital 
goods. Through the stimulation of 
transportation leading to the employ- 
ment of a greater number of men the 
list of consumers would also be in- 
creased. Again, the better feeling 
that would be induced through such a 
progression of developments would 
unquestionably increase active buying 
on the part of the people as a whole. 
Prices being down it is, therefore, 
reasonable to suppose that the new 
production would be absorbed. 

7. The progression of operations 
under the plan represents conditions 
under a natural return from a depres- 
sion wherein the confidence of this, 
that and the other industry in its abil- 
ity to find markets is justified, and pro- 
duction and business begin to work 
toward normal conditions. 


H. C. Dickinson’s Plan 


Dr. H. C. Dickinson is chief of the 
Division of Heating and Lighting of 
the Bureau of Standards and presi- 
dent of the Society of Automotive 
Engineers. 

Doctor Dickinson’s plan rests upon 
a long-time study of the causes of 
business depression. Because capital 
goods (investments) cannot earn 
more than business produces, Doctor 
Dickinson warns against putting too 
great a percentage of income or un- 
earned increment back into invest- 
ments. Savings are either hoarded 
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or loaned—if loaned they constitute 
debts to someone. Overaccumulation 
of debts exceeds the capacity of busi- 
ness to pay income on investments. 
However, as Doctor Dickinson points 
out, our debts have become destruc- 
tive solely because the return was not 
spent for consumable goods. Since 
our national income was not equitably 
distributed, investments have become 
top-heavy and depression set in. 
Prices fell sharply and retrenchments 
started. Buying declined rapidly and 
workers were laid off. 

After unemployment had increased 
by more than 2,000,000, the drop in 
national income was more rapid than 
the decline in wages due to unemploy- 
ment. The influence of unemploy- 
ment is cumulative. At the end of 


1932 a wage loss of one billion dol- 
lars brought a three-billion-dollar de- 


cline in national income. The ratio 
now is approaching one to four. Con- 
tinued deflation would drive it down- 
ward until 20 per cent are employed 
with no national income. Deflation 
therefore destroys the basis upon 
which our Federal budget may expect 
increased returns. 

The only remedy for these troubles 
is to put men to work. Reemploy- 
ment, with wages to spend, will turn 
the income curve upward with reverse 
ratios. Reducing pay rolls to save 
money against further depression only 
makes that further decline inevitable. 
Reduction in pay rolls now nets a loss 
to the community—three times the 
saving to the employer. To balance 
the budgets of the individual busi- 
nesses and the nation, the following 
steps are proposed: 

The first step is to establish a re- 
covery fund to be received and ex- 
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pended at the rate of about one-half 
to one billion dollars a month. The 
total loan will amount to from three 
to six billion dollars. 

The second step is to expend this 
fund as effectively as possible to retain 
and restore employment at normal 
rates of pay, thus increasing both con- 
fidence and buying power. The most 
prompt and effective step in this proc- 
ess is to stop further unemployment, 
followed by measures to promote re- 
employment. 

The first move should be to balance 
public budgets, without further reduc- 
tions in normal expenditures. The 
Federal budget can be balanced im- 
mediately; state and local budgets 
promptly through loans from the re- 
covery fund, to be repaid as provided 
below. 

Reemployment on useful public 
works and extension of social or pub- 
lic benefits should be given careful at- 
tention, as many sound proposals 
have been made. 

A positive means of greatly in- 
creasing normal employment in the 
industries would be as follows: Let 
the government offer to purchase a 
portion of the output of any and all 
industries, beginning with, say, 10 per 
cent of the difference between 1928-29 
and 1932 sales of each product. This 
should be purchased at current prices, 
only on condition that at least 75 per 
cent of the sum paid should go to 
renewed employment. If this were 
done generally the net national in- 
come would increase by about three 
times the 75 per cent spent for new 
employment, and an expanding mar- 
ket for the product would be certain 
at rising prices. The government 
holdings could then be sold at a profit, 
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the profit used to help retire the 
bonds, and the original sum could be 
reinvested in the same way until re- 
covery is established. The govern- 
ment might require the company to 
include in each sale a definite fraction 
of the government holdings. The 
details of such a plan would be simple 
as compared with the financing of mu- 
nition purchases in, 1917. 

The third step is to recover a part 
of the increase in net income which 
will result from the recovery process, 
in order to help maintain the recovery 
fund. 

The fourth step is to amortize the 
original loan amounting to not over 
five or six billion dollars. In the 
process of recovery, the sales value of 
securities will have risen by an amount 
probably much more than 100 billion 
dollars. A tax levied against this in- 
crease in value should be used to amor- 
tize the two-year loan. This would 
require a total assessment of perhaps 
§ per cent of the increase in security 
prices, and probably much less than 
that. This levy should be collected 
regardless of whether securities are 
sold or not in order that it should be 
applied promptly and universally. 


Means to Prosperity 


Essential to a return of prosperity 
is a rise in prices. Restriction of out- 
put as a means to raising prices may 
help the producers of a commodity, 
or restricting a commodity may bene- 
fit a particular country at the expense 
of the rest of the world. Restriction 
of output reduces the incomes of those 
producing and in return reduces em- 
ployment for others. 


AMERICAN FEDERATIONIST 


Dr. J. M. Keynes, the well-known 
English economist, in a series of 
articles published in the London 
Times, made the following proposals 
as a plan to raise prices: 

Only way to raise prices generally 
is to increase expenditures for them 
more rapidly than markets are sup- 
plied. General buying can be in- 
creased only by persuading those with 
incomes to buy more or by increasing 
the aggregate buying power. As not 
much can be done to induce larger 
buying under present conditions, we 
must increase employment if we are 
to increase buying. Aggregate spend- 
ing power can come through (1) in- 
creasing loan expenditures, (2) im- 
proving the foreign balance so that 
a larger proportion of current expen- 
ditures becomes spending income for 
home producers. But when one coun- 
try improves its foreign balance some 
other country loses employment and 
spending power. Loan expenditures 
improve for one country without dam- 
age to any other. Competitive tariffs, 
competitive currency depreciations, 
exchange restrictions, import prohi- 
bitions, quotas, etc., help no country 
and injure all. 

Loan expenditures for capital im- 
provements is our present dependence 
for raising prices. Such expenditures 
should be undertaken when bank 
credit is cheap and abundant. 

Bank credit is to finance restora- 
tion of working capital after recovery 
has set in. As banks can not help at 
present we must look to the govern- 
ment and the central bank to make 
possible long-term credit at low rates 
to sound borrowers. There must be 
confidence in the ability of the gov- 
ernment to meet its obligations. 
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The government must undertake 
on a large scale following a deter- 
mined well-organized plan, loans to 
public or semipublic agencies which 
will start capital undertakings—con- 
struction, transportation, public utili- 
ties, housing, etc. 

Hitherto governments have used 
loan-expenditures on a large scale 
only for war. Now it must prevent 
the waste of its capital assets and 
make loan-expenditures to abolish un- 
employment. 

The reluctance to support schemes 
of capital development at home as a 
means to restore prosperity is usually 
based on two grounds: The meager- 
ness of the employment created by 
the expenditure of a given sum, and 
the strain on national and local 
budgets of the subsidies which such 
schemes usually require. Mr. Keynes 
answers both these questions. 

It is generally estimated that it 
costs £500 to give one man employ- 
ment one year on public works. But 
back of the man working on the spot 
where construction is under way, 
others must be employed to produce 
supplies if the project represents new 
work. The supplies must be trans- 
ported. Counting those put to work 
to make supplies for the project as 
well as construction on the spot, Mr. 
Keynes estimates in the case of build- 
ing the capital expenditure per man- 
year of additional employment at 
£200. 

The additional persons employed 
on construction and in producing sup- 
plies and transportation will increase 
the demand for food, clothing, etc. 
This increased buying power will 
mean additional employment for the 
workers in the consumer industries. 
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While the additional purchases in 
times of normal employment would 
result mainly in higher prices and in- 
creased imports, in present circum- 
stances this would be true of only a 
small proportion of the additional 
consumption. The resulting higher 
prices which would obtain for goods 
due to increased demand would be 
highly desirable and would react to 
the advantage of the farmers. The 
newly employed who supply the in- 
creased purchases of those employed 
on the new capital works will, in turn, 
spend more, thus adding to the em- 
ployment of others, and so on. 

Some economists have estimated 
that the amount of new employment 
thus created is only limited by the nec- 
essary intervals between receipt and 
expenditure of income, or in other 
words by the velocity of circulation 
of money. They do not give due re- 
gard to the fact that at each stage 
there is a leakage—a certain portion 
of the increased income is not passed 
on in increased employment. Some 
part will be saved by the recipients; 
some part raises prices and so di- 
minishes consumption elsewhere ex- 
cept in so far as the producers spend 
their increased profits; some part is 
merely a substitution for expenditure 
previously made out of the dole (re- 
lief) or private charity, or personal 
savings; and some may reach the Ex- 
chequer without relieving the tax- 
payer to an equal extent. Due allow- 
ance must be made for these several 
differences in the amount received in 
increased income and the actual 
amount spent. 


*It would be better to raise farm prices by in- 
creased demand than by artificial restriction. 
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The dole is paid for by taxes and 
not by borrowing so that a reduction 
in the dole may be expected to increase 
the spending power of the taxpayer. 
It will, therefore, be unnecessary to 
make so large a deduction on this item. 
Taking into account the cumulative 
effects on money spent to employ 
workers on new undertakings, Mr. 
Keynes estimates that an additional 
loan expenditure of £200 on mate- 
rials, transport and direct employ- 
ment puts one and one-half men to 
work for one year. He thus figures that 
the loan expenditure per man-year of 
employment is not the figure £500 
as given above, but £133. Allowing 
for a further margin of safety in cal- 
culation £150 is adopted as a measure 
of the additional loan expenditure re- 
quired today to stimulate a man-year 
of employment. 

The effect of the relief on the 
budget is startling. It is estimated 
that £50 is the cost of keeping a man 
on the dole for one year, thus a loan 
expenditure of £3,000,000 will em- 
ploy 20,000 men for a year, directly 
or indirectly, thus saving to the dole 
£1,000,000, which would give an 
equal amount of additional buying 
power to the taxpayers, or one-third 
of the actual expenditure. The yield 
of the taxes rises and falls in propor- 
tion to the national income. It has 
been calculated that the safe multi- 
plier for the purpose of estimating 
taxes is 1%. It thus follows that 
the capital expenditure of £3,000,000 
will increase the national income sub- 
ject to taxation by £4,500,000. On 
the average 20 per cent of the na- 
tional income is paid to the Exchequer 
in taxation but since the exact propor- 
tion depends on how the new income 
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is distributed between the higher 
ranges of income subject to direct tax- 
ation and the lower ranges which are 
attached by indirect taxes, etc., allow- 
ance is made for 10 per cent of the 
new income to accrue to the Ex- 
chequer, or £450,000. An- addi- 
tional loan expenditure of £3,000,000 
would bring to the Exchequer a bene- 
fit of at least £1,450,000 or 50 per 
cent of the loan expenditure. 

It is brought out, however, that this 
particular argument would not apply 
in cases where relief of taxation is 
accompanied by an equal reduction of 
government expenditure—such as re- 
ducing salaries, for this would be in 
effect merely a redistribution and not 
a net increase of spending power. It 
is applicable to all additional expendi- 
tures made, not in substitution of 
established expenditure. 

Mr. Keynes suggests that the 
World Economic Conference consider 
how to increase the loan-expenditures 
throughout the world. A simultane- 
ous effort to raise prices would thus 
reach the world-wide basis necessary 
to sustain prices in the individual 
countries. 

To allay international bank anxie- 
ties and government treasuries, we 
must provide adequate reserves of in- 
ternational money. 

Gold is rapidly ceasing to be a na- 
tional money and is becoming the in- 
ternational money. There should be 
set up an international authority for 
the issue of gold notes—expressed in 
terms of the gold content of the 
United States. Notes issuable to a 
maximum of $5,000,000,000 — ob- 
tained by countries against equal-face 
value of gold bonds of government— 
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up to maximum quota for each coun- 
try. Proportionate quota to be based 
on same formula as amount held as 
reserves in 1928—provided no quota 
exceed $450,000,000. Each country 
agree to accept gold notes as the 
equivalent of gold—not to enter cir- 
culation but to be held by treasurers, 
central banks, or in reserve against 
domestic note issues. Gold bonds 
should carry a very low rate of in- 
terest. A governing board of the in- 
ternational agency would fix the rate 
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of interest and control amount of gold 
bonds for the purpose of controlling 
the gold price level of primary prod- 
ucts entering into international trade. 

Mr. Keynes suggests that the adop- 
tion of such a plan would afford a 
good opportunity to adjust existing 
economic problems and to maintain 
constructive relations by stipulating 
that participation in the scheme would 
be barred any nation repudiating its 
international agreements or obliga- 
tions. 


Consumer and Producer Industries 


Decision between these plans turns 
upon whether consumer or producer 
industries are the way to recovery. 

The chart compares employment 
and wages in producer and consumer 
industries. Producer industries in- 
clude: Building construction and such 
manufacturing industries as iron and 
steel, machinery, leather, transporta- 
tion equipment, lumber, stone, chemi- 
cals. Consumer industries include 
manufacture of food, textiles and 
clothing, shoes, paper and printing, 
tobacco, etc. April 30, 1930 is com- 
pared with January, 1933. 

The tall columns, representing pro- 
ducer industries, show much greater 
declines. Employment declined 54 
per cent, with 3,355,000 laid off in 
producer industries, compared to a de- 
cline of 22 per cent, with 832,000 laid 
off in consumer industries. In wages 
(total payrolls) declines were even 
more striking: Workers in producer 


industries have lost nearly three-quar- 
ters of their 1930 income, wages fell 


PRODUCER AND CONSUMER 
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72 per cent, with a loss of $6,860,- 
000,000; workers in consumer indus- 
tries lost nearly half their 1930 in- 
come, with a wage decline of 45 per 
cent, a loss of $1,971,000,000. 


In 1930, producer industries were 
employing almost twice as many per- 
sons as consumer industries, but to- 
day employment in the two groups is 
nearly the same. The figures follow: 


PRODUCER INDUSTRIES 








Employment Wages* 
Da, cc, chock obs bao G hte s hoe Choos eps Ube Takes 6,247,371 $9,488, 291,941 
STE AALS Noose soda t ies spsetedcstee seus sanyo 2,892,095 2,627,911, 261 
CONSUMER INDUSTRIES 
Employment Wages* 
ST MN Sais Sain wig. 5\a-o iu a-vinit 5 V9 4 bib 2.0:d 9s y edo wlbn eelaw'e ais 3,792,163 $4,394,909 ,974 
i ag 26 ba A oy lbce: 991d 0 Mod 041d 0 nee Seley bias 2,959,825 2,423,897 , 643 
PRODUCER INDUSTRIES 
Wage-earners 
April 1930 Jan. 1933 Laid off Per cent 
Manufacturing...'....... 4,381,496 2,238,852 2,142,644 48.9 
Construction............ 1,865,875 653 , 243 1,212,632 65.0 
Se eae ae 6,247,371 2,892,095 3,355,276 53.7 
Wages 
April 1930 Jan. 1933 Loss Per cent 
Manufacturing.......... $6, 183,827,316 $1,845,326, 147 $4, 338,501,169 70.2 
Construction............ $3 , 304,464,625 782,585,114 2,521,879,511 76.3 
Wri akku ca tens $9,488, 291,941 $2,627,911, 261 $6 , 860, 380, 680- 72.3 
CONSUMER INDUSTRIES 
Wage-Earners 
April 1930 Jan. 1933 Laid off Per cent 
Manufacturing.......... 3,792,163 2,959,825 832,338 21.9 
Wages 
April 1930 Jan. 1933 Loss Per cent 
Manufacturing.......... $4, 394,909,974 $2,423 , 897 , 643 $1,971,012,331 44.8 


* One year’s total payroll on the basis of April, 1930, or January, 1933. 
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AGING AMERICA AND THE LABOR MARKET 


HERBERT MAYNARD DIAMOND 
Professor of Economics, Lehigh University 


given rise to more acrimonious 

controversy than that which 
relates to the employment of men of 
middle age. The air has resounded 
with charges and _ countercharges, 
claims and counterclaims. On the 
one side, it is alleged that of late years 
industry has drawn a well-nigh uni- 
versal dead line against the hiring of 
men of 45 years of age and above. 
I have before me, for example, a well- 
known monthly bank publication dated 
August, 1931, which declares that the 
life of industrial workers is now very 
frequently considered to terminate 
at the age of forty. The more ac- 
tive proponents of the public old-age 
pension have been most vigorous in 
charging industry with this derelic- 
tion. On the other side of the case, 
industry disputes with equal vigor the 
truth of any such sweeping generaliza- 
tion. Says one of the greatest em- 
ployers’ associations, the National As- 
sociation of Manufacturers, ‘Such 
charges are false or grossly exag- 
gerated.” 

To inquire critically into the exact 
facts of the issue is no part of our 
present purpose. Suffice it to say, 
however, that to some extent the alle- 
gation has substance. Three recent 
official studies have revealed that hir- 
ing-age limits are a definite factor in 
the labor market. The results of in- 
vestigations by state industrial com- 
missions in California and Maryland 
released but a short time ago were 
such as to provoke the “United States 
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Monthly Labor Bulletin,” published 
by the United States Department of 
Labor, into remarking that the prac- 
tice was “sufficiently common as to 
create a social and economic problem 
of the first magnitude.” The New 
York State Commission on Old-Age 
Relief, which reported in 1930, found 
that hiring-age limits were an element 
in the situation in that state. We may 
also note that Mr. C. R. Dooley, Per- 
sonnel Manager of the Standard Oil 
Company of New York, in addressing 
the American Academy, a short time 
ago, while asserting the loyalty of in- 
dustry to its own older employees, 
had no hesitation in acknowledging 
the difficulties of the middle-aged 
workers in seeking new connections. 
However, Dr. Warren S. Thompson, 
to whom reference will be made 
shortly, has stated that the 1930 cen- 
sus figures do not indicate that dis- 
crimination in employment against 
men over 45 is as widespread as we 
have been generally led to believe. 
The argument, then, is far from 
conclusive as to how extensive the re- 
fusal to hire men of middle age has 
been. On the contrary, it is clear that 
even during the best of the late— 
sadly gone—good years, a combina- 
tion of rapid technological change and 
management personnel policies ad- 
versely affected the job interests of a 
certain number of persons over 45. 
How large a number, we do not know. 
Despite this alleged trend toward 
the elimination from industry of men 
of these ages, which keen observers 
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of industrial development claim to 
have discovered, it may be asserted 
with almost complete confidence that 
the issue is quite ephemeral in signifi- 
cance. It is altogether conditional 
and temporary. Corrective factors 
of inclusive and far-reaching social 
importance are already operating to 
disestablish the hiring-age factor in 
the American labor market. In fact, 
there need be no cause for surprise if 
shortly we perceive industry actively 
soliciting the labor of the middle- 
aged. Unfortunate as may be the 
case just now of the job-hunter be- 
tween 45 and 60 years of age, we may 
predict that industry in the near 
future will be under the plain neces- 
sity of hiring such men—and that by 
reason of a shortage of younger men. 
The outlook for continued life-long 
employment of men who are now be- 
tween 20 and 35 years of age has 
never been better in our history. 

Two basic causes will compel indus- 
try to hire older men: The first is to 
be found in the census figures as well 
as in the conclusions drawn from 
them by experts in vital statistics; the 
second arises from the present policy 
of the United States with reference to 
the immigration of aliens. 

The declining birth rate and the 
slackening rate of growth of popula- 
tion in the United States have been 
the subjects of such wide discussion of 
late that it is scarcely necessary to 
make more than a mere reference to 
the fact. However, what is not yet 
so widely known is the fact of the 
marked changes in the age make-up 
of our population which have accom- 
panied the decreasing rate of increase 
in our total numbers. 
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Percentages of total population of 
the United States at ages indicated 
at various dates: 


Ages 20-44 Year Ages 45-64 


The table above indicates the up- 
per and lower age groups in the 
working population in terms of per- 
centages of each in the total popula- 
tion of the United States at different 
dates. To be sure, ages 20 as the 
lower limit and 64 as the upper have 
been arbitrarily chosen. However, 
industry, outside the rural districts, 
has little place for men over 65; and 
what with child labor laws, compul- 
sory education laws, and the consist- 
ent lengthening of the average pe- 
riod of education, large numbers of — 
boys and girls between 15 and 20 are 
not available in the industrial labor 
supply. In any event, extension of 
the figures in either direction would 
not materially alter the force of my 
discussion. I should point out also 
that the projected calculations for 
1950 and 1970 are based upon recent 
estimates published in the ““New York 
Times Annalist” by Dr. Warren S. 
Thompson. It may be said also, that 
his figures are closely approximated 
by the estimates of other competent 
observers, 

The outstanding fact revealed by 
this table is that over the greater part 
of our industrial history the younger 
age group has been relatively quite 
preponderant in the adult population. 
However, the steady proportional in- 
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crease observable in the upper age 
group is the factor which concerns us 
here. By 1970, according to the 
Thompson projections, the ratio of 
the two groups will be 3 to 2, and in 
1950, eighteen years hence, the ratio 
will be 4 to 2, as against approxi- 
mately 3 to 1 in 1880 and 1900. The 
relationship will have shifted from 
one-third to one-half as many, and to 
an ultimate two-thirds as many, in the 
upper as in the lower age category. 
These changes will mean in the long 
run a tremendous difference in the 
character of the American labor 
supply. 

The industry of this country, up to 
the beginning of the World War and 
possibly even into the last decade, has 
been conducted upon a traditional ex- 
pectation of an ever available, ever 
growing supply of fresh young labor; 
consider, by way of illustration, that 
in 1880 practically half the entire 
population of the United States was 
under 20 years of age. In part such 
young labor was the fruit of our own 
abundant birth rate which was main- 
tained steadily in the nineteenth cen- 
tury; in part also these young hands 
were European immigrants who 
poured in upon us by millions in the 
very prime of their youthful vigor. 
But the lush growth of those earlier 
years is stayed—perhaps forever. It 
has passed with the passing of the 
frontier. 

It is surely obvious, without refer- 
ence to the factor of immigration, 
that so long as a population continues 
to grow, it expands at the bottom. 
Such growth is accomplished by 
births, in which case older people are 
outnumbered by the younger, as in a 
family of eight or ten children. It 
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follows also that as the number of 
births declines the numbers of older 
and younger people will tend to be- 
come more equalized. In the United 
States, also, earlier in our develop- 
ment, the immigrant swelled consid- 
erably the numbers in the younger 
age groups, for statistically speaking 
the great majority of immigrants were 
well below the 45-year mark. With 
a decreasing birth rate and with im- 
migration drastically curtailed, the 
percentages of the older people in the 
population naturally grows larger 
simply because there are fewer young 
people. 

But all this means that in order to 
obtain a labor force in the future 
equivalent in size to that of the pres- 
ent, industry will be compelled to em- 
ploy older men. As time goes on 
fewer and fewer young men will ap- 
pear at factory gates. In fact, indus- 
try may be required also to adjust its 
general procedure to the presence of 
an increased number of older hands. 
Dr. Thompson has suggested that 
tasks will have to be fitted to the ca- 
pacities of such men, and the tempo 
of industry adjusted to their slower 
pace. To be sure, this eventuality will 
not in the least minimize the imme- 
diate problem facing many contempo- 
rary middle-aged wage-earners, some 
of whom possibly never again will find 
industrial readjustment with the clear- 
ing of the financial skies. But it au- 
gurs well for the younger men now in 
industry; it means, too, the ultimate 
solution of a labor problem which has 
recently harassed us. Yet, certain 
contingencies must be faced when this 
happens; such older labor will be less 
vigorous, less adaptable, and less mo- 
bile not only geographically but also 
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occupationally. There may result 
marked consequences upon produc- 
tivity due to these factors. Perhaps, 
on the contrary, we are so to slow 
down the rhythm of industry perma- 
nently, after our recent venture in ex- 
cessive productive stimulation, that 
the difficulties will not be as great as 


might be imagined. Perhaps too, the. 


shortening of daily hours of labor, so 
freely predicted and so widely recom- 
mended, for the future may likewise 
make the employment of older labor 
industrially more feasible. In any 
event, however, industrial manage- 
ment is certain shortly to be contend- 
ing with labor problems somewhat 
unique in American business expe- 
rience. 

Finally, one aspect of the situation 
which must carefully be considered in 
this relationship is the immigration 
policy of the country. Doubtless, 
sooner or later considerable pressure 
from industrial sources will arise de- 
manding some modification of our 
present numerical limitation in order 
again to open the national floodgates 
to a stream of young European labor- 
ers. However, any sweeping shift in 
our general legislation, whether or 
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not the quota provisions as estab- 
lished under the National Origins 
clause be changed, is extremely un- 
likely; American opinion. reenforced 
by the substantial influence of organ- 
ized labor doubtless would not coun- 
tenance a great change. The fact re- 
mains, nevertheless, despite the cur- 
rent drastic administrative applica- 
tion of admission eligibility require- 
ments, that in the absence of quota 
restrictions which apply to countries 
in the Western Hemisphere, there 
may develop with the return of pros- 
perity marked industrial stimulation 
of Latin-American labor supplies. 
The possibility of such a development 
will bear sharp scrutiny from hence- 
forth; it is not at all unlikely that ex- 
tension of the quota principle to the 
Western Hemisphere may be hastened 
from this cause. As a matter of so- 
cial policy, it would undoubtedly be 
far better to adjust industry as best 
we can to the lesser energy of older 
native Americans—even at the ex- 
pense of some loss in productivity— 
than to chance any further confusion 
of racial and national elements in our 
population as a whole. 


FRIEND 


My fields are not too rich in grain, 
My orchard trees are lean and few 
But, friend of mine, come once again; 
Ever their yield belongs to you! 


The rooms within my house are small, 
Their furnishings are not the best; 
But, friend of mine, my home and all 
It holds is yours—come you and rest! 





Bert COoKSLeY. 
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ARTHUR S. FLOWERS 
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meaning of shackle—and as far 

as all tax-supported securities are 
concerned, the definition shackle is 
most apt—then we are confronted 
with a contradiction in meanings when 
we speak of Liberty Bonds. The is- 
suance of these bonds has proven 
the absolute shackling of the Ameri- 
can people, and, instead of preserving 
our liberty, has brought about our 
utter economic slavery. 

In this discussion it is not my inten- 
tion to designate the definite. and 
deliberately conspired causes of our 
present economic disaster. Suffice to 
state it is the result of a conspiracy 
carried into effect by a small coterie 
of banking and financier traitors sup- 
ported by their willing coadjutors of 
the American banking structure, of 
which history has no counterpart. 

My purpose now is to show what 
shackles are binding us down in our 
beautiful land, causing millions to go 
hungry, untold suffering, tragedy and 
despair that in spite of the magnificent 
resilience of the American character 
will leave its ghastly imprint on the 
American nation for years to come, 
even if “good times” were possible of 
return today. But more important 
than exposing what these shackles are 
is the exposition of who really forged 
and now hold the shackles, and how 
they can be broken. 

Our utter economic degradation en- 
compassing us today commenced with 
issuance of the Liberty Bonds. The 
bonds we bought—until it hurt. So 


I’ WE think of the word bond in its 


inured have we become to our eco- 
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nomic hurts, we no longer protest 
when a Secretary of the Treasury pro- 
poses more tax-supported bonds to 
pay the interest and amortization of 
our Liberty issues—and that is exactly 
what the proposed new issue is for. 
For euphony, the reason given is, to 
support the integrity of the American 
Government’s financial position. 

Some 20 billions or more of these 
bonds were issued. Do you suppose 
they were paid for with actual money? 
If so, you are wrong. There has never 
been so much currency in existence in 
America at any time in America’s his- 
tory. They had to be paid for by bank 
inflation of credit, as our great finan- 
ciers would never have allowed infla- 
tion of the currency. 

We were told that these bonds rep- 
resented the good faith of the coun- 
try. In other words, just a note of 
hand endorsed by the good faith of 
the American people. But, could 
money issued in place of these bonds be 
considered as based on the good faith 
of America? No indeed; not accord- 
ing to our bankers and financiers, 
American currency to be sound must 
be supported by gold. Perish the 
thought that the good faith of Amer- 
ica can ever be on a parity or superior 
to gold where American currency is 
concerned. Yet, every vestige of real 
wealth, i. e. production from Mother 
Earth, that these bonds were issued to 
pay for by inflating bank credit, was 
almost immediately consumed. It is 
not out of place to remark, the con- 
sumed goods represented the worst 
values and shoddy ever palmed off on 
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a people, with the exception of those 
goods used for the express purpose 
of maiming and killing people. These 
latter goods had to be of the finest 
quality technology and science could 
produce. 

Today, we bow under the load of 
taxes to pay out these bonds, not to 
the American Government, but to our 
banking structure and a handful of 
men—placed at 64 by James W. 
Gerard — who own those bonds. In 
other words, unless these Liberty 
Bonds are summarily cancelled, taxa- 
tion will go on for decades to pay to 
American banks and a few wealthy 
estates for already consumed goods. 

To support the foregoing condi- 
tions the country is flooded with 
daily propaganda to the effect that 
faith in America’s financial position 
must not be attacked. When what 
actually has occurred has been the 
deliberate wrecking of our country’s 
financial good faith by these same 
preachers of national honesty—our 
bankers. These bankers under Wall 
Street hegemony have done nothing 
else for years but attack the faith in 
our national financial position, both 
inside and outside America. 

Just as an aside. If you are seri- 
ously interested in the ethics and good 
faith of our bankers, read the brief 
issued by the United States Chamber 
of Commerce in May, 1932, and en- 
titled Committee Report on Banking 
Legislation, a brief that carries in its 
pages the self-condemnation of our 
banking fraternity, but published to 
tell the people how good and respon- 
sible they intend to be to their deposi- 
tors—at some future but indefinite 
date. It is only fair to state, that this 
report of twenty-seven pages was torn 
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to shreds by Felix M. McWhirter of 
Indianapolis, Ind., in his minority 
report of the Committee on Banking, 
and he did splendidly in two pages. 
The main report is on a par with 


Richard Whitney’s brief in defense of 


the short-selling conspiracy that 
wrecked us economically—a conspir- 
acy that included the New York Stock 
Exchange short selling the securities 
listed on this exchange for the account 
of the Bank of France, resulting in 
approximately two billions of Ameri- 
can gold being exported to France ina 
matter of eight months, causing a loss 
in price to these securities of over 22 
billions, or about 45 per cent of their 
then real value. This was done with 
American funds, and the support of 
the Federal Reserve Board. 

The foregoing paragraph has been 
included to emphasize how much 
credence can be placed in our so-called 
bankers today in their efforts to fight 
a legitimate means of once and for 
all deflating our Liberty issues, in fact 
all Government issues, by a process I 
am outlining later in this discussion. 
Don’t forget, the so-called deflation 
to date has been absorbed by the 
people, and the cash went to those who 
afterwards short sold the country out 
of these bonds at 85 cents on the dol- 
lar. So much for the good faith of our 
Government when our bankers deter- 
mined to rob the purchasers of those 
bonds—bought until it hurt, and 
bought to save them. 

Today we are told by the bankers 
there is no collateral upon which to 
make loans. I have already indicated 
how our collateral was wrecked by the 
American banks and the New York 
Stock Exchange. 
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Actually, there is over 100 billions 
of par collateral based on tax interest 
bonds not usable because the banks 
and some few wealthy persons and es- 
tates own it all. And this collateral 
now in the banks was bought with the 
depositors’ money. Can anything be 
more ironic than the nation’s bank 
deposits used to hold at a premium 
those tax-supported bonds—our eco- 
nomic shackles. In other words, these 
banks used by the bankers to the com- 
plete disadvantage of their deposi- 
tors, thereby preventing their earning 
the money necessary—at present 200 
per cent—to support our shackling 
bonds, originally bought with inflated 
bank credit by all the people and with 
less than 100 per cent money. As soon 
as the people were deflated through 
the banks and had been forced to sur- 
render these bonds at 85 cents on the 
dollar, they then immediately re- 
turned to par, and money became 
worth about twice as much as before. 

It is conceded our national over- 
head as represented in taxes—ap- 
proximately 15 billions per year—are 
the shackles forged and now respon- 
sible for our economic slavery. Of 
this 15 billions at least 35 per cent is 
apportioned to pay interest charges 
on funded debt, or approximately 5.25 
billions. Taking the average interest 
charge as 5 per cent we have 105 bil- 
lions of these bonds being kept at par 
by taxes. And practically the only par 
security in America, and responsible 
for the continued depreciation of what 
might be termed our industrial and 
commercial collateral, upon which is 
based our economic structure. The 
irony of the problem is, that it is from 
the latter securities providing the 
financing of our economic structure 
must be earned the taxes to support 
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our parasitic monstrosity securities— 
tax-supported bonds controlled by our 
present parasitic banking structure. 

On top of these tax-supported 
bonds add the enormous financing by 
banks of local governments at six or 
more per cent against tax collections 
for the ensuing year, and we have our 
banking system today involved in using 
its depositors money in a course that 
absolutely destroys on two counts all 
hope of economic recuperation: First, 
as our economics are now-ordered by 
increasing the tax load to take care of 
this financing; second, by curtailing 
and actually shutting off all avenues of 
borrowing from the banks by com- 
merce and industry that would estab- 
lish pay rolls once more, and cause 
resumption of consumers’ ability to 
purchase their normal requirements. 

The foregoing statements are im- 
possible of successful denial. So what 
then is the remedy needed to reduce 
our burden. To commence with by 
deflating all our Liberty issues. How 
can this be done? By issuing money 
against them, and calling all these 
bonds in for cancellation. 

It will be immediately claimed by 
our bankers this inflation of the cur- 
rency would wreck us, as there is not 
enough gold in America to support 
this additional currency on the so- 
called gold standard. Is there enough 
gold to support these Liberty issues 
on a gold staridard as is presumed to 
be the case? Of course not. Yet 
these bonds will pass at the Federal 
Reserve to all intents and purposes 
as currency, but currency bearing in- 
terest. Turn them in for currency 
and would you receive gold? No, 
not even if you asked for it, but paper 
money based on gold—at a 2.5 ratio 
—even though these bonds call for 
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payment in gold, its true at maturity, 
a maturity that can be named by the 
government any time it sees fit. In 
other words, what is really behind 
this currency is the same Good Faith 
claimed for the bonds. But currency 
supported by good faith is not sufli- 
cient. But bonds so supported are per- 
fectly good seeing taxes are imposed 
to pay the interest and amortization 
in gold, presumably. 

The inconsistency of this 2.5 ratio 
gold standard is apparent when one 
realizes that there are nearly 20 bil- 
lions of these bonds out presumed to 
' have been bought with currency based 
on the gold standard. Now ask one 
of these banker experts how this was 
done when there has never been so 
much currency in existence. Yet to re- 
place these bonds with currency would 
be currency heresy to hear them tell 
it. But that is actually what exists 
today except it bears interest, and that 
is where the real rub comes in as far 
as these financial experts are con- 
cerned—loss of interest. 

If you can take these bonds to the 
bank and secure currency, and in turn 
the bank can do likewise at the Fed- 
eral Reserve, then the government in 
order to keep up buying them would 
have to issue currency against them, 
and does do so. So what sane argu- 
ment can be brought against doing 
just this at one fell sweep? 

These taxes, as I have already 
stated, must come from the earnings 
of the people. In other words, their 
earnings are the measure of the good 
faith of the people’s government. 
Having taken away by criminal meth- 
ods the means of acquiring earnings 
to support the government’s good 
faith, how is it proposed to maintain 
this good faith? The answer is, it is 
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impossible, as the so-called good faith 
will consume itself with the present 
ingrown cash system now imposed on 
the American people by the American 
banking structure on the one hand, 
and Wall Street dominance of all 
phases of our economic structure on 
the other, and this dominance with 
only one end in view, the control of 
the liquid cash of America gained 
from interest charges. 

Issue currency and buy in these 
bonds, and immediately enormous 
taxes are disposed of. The currency 
must be used for commerce and indus- 
try, or it is useless from an earning 
standpoint, which even our bankers 
could not stomach. And at least as 
far as these bonds are concerned we 
would not continue paying tribute to 
the American banking and Wall 
Street hegemony, which, as everyone 
knows, is the case now. 

Further, never forget the interest 
paid on these bonds, and giving enor- 
mous cash holdings to our banks and 
financial owners, are free of taxation. 

What is actually the case today, 
our currency is merely sufficient to 
support interest charges on tax-sup- 
ported bonds, and the so-called gold 
standard is for this purpose only, re- 
gardless of what is claimed. Now 
check the currency outstanding with 
the interest required to support tax 
bonds. 

It is useless to discuss the problems 
of giving commerce and industry life 
so as to put our people back to work 
in order to consume the products of 
commerce and industry if we have no 
means of securing loans through the 
banks for this purpose. As long as the 
banks can make a living off tax-free 
bonds bought with their depositors’ 
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money, just so long will commerce and 
industry go without the necessary 
funds upon which their revivification 
can be accomplished. 

A check up of this situation will 
bring out the fact it can not continue 
much longer, as bank deposits are 
growing less all the time, and have 
done so for three years. Yet, for 
three years we have been going deeper 
and deeper into the economic mire to 
protect an insane economic system 
claimed to be based on the so-called 
gold standard, which latter is to sup- 
port interest on bonds claimed to be 
based on our good faith, just as if the 
so-called gold standard could in actual 
fact support both theories, which we 
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know it has not done, and now we are 
the victims of the wreck it has caused, 
due to its manipulations—to which 
the system specially lends itself—by 
the financial powers that be. 

Today, due to these tax-supported 
bonds offering our banks a means of 
making profits without putting their 
deposits into industry and commerce, 
these banks have become parasites on 
the economic body, and nothing more 
than the nation’s hoarding sack on the 
one hand, and pawnshops on the other. 
The people had much better do their 
own hoarding in a lockbox. The re- 
sults would be better for the country, 
aside from being far safer for the 
depositor. 


MAY 


The Pan-thrilled saplings swayed in sportive bliss, 
Longing to change their roots to flying feet, 

And, where the buds were pouting for Pan’s kiss, 
The high lark sprinkled music, dewy sweet. 


I wandered down a golden lane of light, 

_And found a dell, unsoiled by man, untrod, 
And, with the daffodil for acolyte, 

I bared my soul to all the woods, and God. 


STEPHEN MOYLAN Birp. 











INVESTING IN WAGES, by Albert L. 
Deane and Henry Kittredge Nor- 
ton. The Macmillan Co., N. Y., 
1932; 155 pp. Price, $2. 
viewed by Royal E. Montgomery, 
Cornell University. 


Mr. Deane has grappled with a 
problem that is every day being im- 
pressed more vividly upon the minds 
of thousands of persons by the tragic 
breakdown of the price system: the 
problem of maintaining mass con- 
sumption in an era of mass production. 
He has worked out his conclusions 
carefully, has given at least some con- 
sideration to the treatment accorded 
the overproduction (or undercon- 
sumption) hypothesis by “orthodox” 
economic theory, and has presented in 
rather minute detail the blueprints of 
a functioning machinery which would 
“give work to everyone who wants it, 
and, by sustaining national production 
at the highest profitable level, elimi- 
nate the lean years which have period- 
ically plagued our national life.” 
Whatever may be the conclusions of 
different readers as to the theoretical 
soundness and the practical feasibility 
of his plan, the little book deserves 
serious and sympathetic consideration. 

The assumptions upon which the 
plan is based, similar though they are 
to those underlying many other at- 
tempts to explain the anomaly of pov- 
erty in the midst of plenty, should be 
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stated in some detail. Our basic eco- 
nomic problem is that of distribution 
of existent purchasing power; wages, 


Re- which are expended chiefly for con- 


sumption goods, must be high enough 
to make possible the purchase of the 
goods industry has produced; if the 
“profits” (i. e., all returns on any form 
of investments) share of the national 
income increases while “earnings” (i. 
e., all compensation for personal serv- 
ices rendered, including fees, salaries, 
and wages) decrease or fail to increase 
proportionately, reinvestment on the 
part of those receiving the “profits” 
will cause too much of the national 
expenditure to go into producers’ 
goods. There must be some point, 
the author reasons, at which wages 
would furnish just the right amount 
of purchasing power to keep industry 
operating steadily. Mr. Deane does 
not question the legitimacy of the 
“profits” share of the national divi- 
dend, or, for that matter, any of the 
basic assumptions of capitalistic free 
enterprise; what he does seek is some 
proper balance between expenditure 
for producers, goods and that for con- 
sumers’ goods. 

But during the “new era” that be- 
came an historical interlude of none 
too blessed memory toward the end of 
1929, the “profits” share of the na- 
tional income increased at a consider- 
ably more rapid rate than did “‘earn- 




















ings.’ New security issues were 
floated, and expenditure for produc- 
ers’ goods became enormous. The 
result was that the producing power 
of the country was stepped up beyond 
its consuming power (i. e., beyond the 
ability of ultimate consumers to pur- 
chase the goods that were being 
turned out). In part, the sinister as- 
pects of the situation into which we 
were getting ourselves were obscured 
by the demand for American goods 
in foreign markets, temporarily stimu- 
lated by our loans to Europeans, and 
by installment buying; but it was in- 
evitable that they should manifest 
themselves sooner or later. The fun- 
damental trouble, Mr. Deane holds, 
was that the contribution of the aver- 
age individual worker was more than 
his share of the consuming power 
would buy, and business depression 
was bound to come. The lesson emerg- 
ing from the experience was that we 
are in desperate need of some form 
of automatic governing device to shift 
emphasis from producers’ to consum- 
ers’ goods, or vice versa, as expendi- 
tures for one get out of line with those 
for the other. 

This brings one to Mr. Deane’s 
remedy. Reserves of consuming 
power—a kind of “depression insur- 
ance’’—must be created out of con- 
tributions by industry, held and kept 
in liquid form under governmental 
supervision, to be used as a corrective 
as soon as any particular industry 
shows a lack of balance between its 
productive contribution and the con- 
suming power going to its workers. 
Through joint Federal-state action a 
National Employment Reserve Board 
and similar boards within the states 
would be established; each employer 
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would be required to distribute the 
number of hours of labor required by 
him among such percentage of the 
available workers as his predeter- 
mined requirements might bear to the 
total man-hours required by all pro- 
ducers in the same region; and when- 
ever an employer’s available hours of 
labor per worker fell below his quota, 
he would have to supplement the basic 
compensation of each employee by an 
additional payment of 50 per cent of 
the regular wage for each hour of the 
“normal” week not worked. The em- 
ployer would then be reimbursed from 
the depression insurance fund to 
which all in the industry had contrib- 
uted in accordance with the size of 
their pay rolls. The “normals” of 
working hours would be determined 
by the national board “on the basis 
of the amount of labor required for 
production of sufficient manufactured 
goods to supply the current demand.” 
Payment of the “depression wage” 
would, then, counteract the tendency 
for the productive contribution of 
workers to exceed their purchasing 
power, and the balance between pro- 
duction and consumption would be re- 
stored. 

Such a sweeping summary hardly 
does justice to the careful detail with 
which Mr. Deane has worked out his 
plan, but the main outlines may have 
been suggested. The picture of an in- 
dustrial society possessed of an auto- 
matic corrective of overproduction is 
an alluring one, and it is always hard 
to attack a program of social control 
that reckons with the forces of supply 
and demand but refuses to stand help- 
less before them. Any comments here 
made should be regarded as questions 
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raised by this stimulating book rather 
than as adverse criticism. 
Economists adhering to the more 
“orthodox” body of doctrine will, of 
course, look skeptically upon the basic 
assumption. Few of them, however, 
will be content to elaborate the cen- 
tury-old law of Jean Baptiste Say re- 
garding the impossibility of general 
overproduction, true enough though it 
may be for a barter economy, nor will 
there be much denial that even if re- 
investment of “profits” (in the sense 
in which Mr. Deane uses the word) 
does constitute an ultimate demand 
for labor, there may be a lag of con- 
siderable duration and the necessity 
for a general cyclical readjustment. 
Discussion of the basic validity of 
Mr. Deane’s proposal is likely to turn 
not so much upon theoretical analyses 
that sometimes seem upon first ac- 
quaintance with them to explain away 
the very phenomenon, production of 
goods that can not be sold, for the 
causes of which we are constantly 
grappling, as upon the question of 
whether his method of stimulating 
consumer purchasing power is the best 
one to which resort might be taken. 
From the viewpoint of those placing 
chief emphasis upon credit control, the 
problem of “overproduction” is born 
of the failure of the supply of money 
and credit to keep pace with the in- 
crease in physical production, with 
consequent decline in prices, reduction 
or complete disappearance of profits 
(in the sense of the margin of price 
over costs), and curtailment of pro- 
ductive activity. Overproduction in 
the sense of more goods than can be 
sold at a price covering the costs of 
making them is then possible. Those 
whose analysis runs in these terms are 
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likely to concede the partial efficacy 
of Mr. Deane’s scheme for stimulating 
consumer purchases through depres- 
sion wages, but to hold that at the 
same time more fundamental reme- 
dies in the field of credit control must 
be discovered. On the other hand, 
those firmly convinced that the basic 
difficulty is faulty distribution of the 
national income are likely to be dis- 
satisfied with the Deane proposal as 
one not going far enough. In those 
cases where the incidence of the em- 
ployers’ contributions to the reserve 
fund would fall upon the workers in 
the form of lower hourly wages (as it 
probably would in more cases than 
one), the basic difficulty still would 
remain. The proposal that the “nor- 
mal” hours, and therefore each em- 
ployer’s quota, be determined “‘on the 
basis of the amount of labor required 
for production of sufficient manufac- 
tured goods to supply the current de- 
mands” will be regarded by some as a 
partial begging of the question, since 
current demands are themselves a re- 
flection of consumer purchasing pow- 
er; assurance will seem to be lacking 
that payment of existing wage rates 
for the number of hours necessary “to 
supply the current demands’’ would 
be sufficient to establish the necessary 
balance between production and con- 
sumption. 

But however much weight may be 
attached to considerations such as 
these, it is inevitable that more than 
one reader will be impressed chiefly 
by the virtues of Mr. Deane’s plan. 
Our experiences since November of 
1929 have demonstrated clearly 
enough that the promises of business 
men to maintain wages is not enough; 
however sincere the expressions of in- 
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tention may have been, the force of 
competitive conditions during a period 
of declining prices inevitably became 
the controlling factor. Had a reserve 
fund been collected in the more basic 
industries prior to 1929, along the 
lines of Mr. Deane’s proposal, and 
the payment of depression wages be- 
gun late that year, we should have 
witnessed a distinctly worth-while eco- 
nomic experiment. 


PROGRESSIVE SOCIAL ACTION, by Ed- 
ward T. Devine. Macmillan Com- 
pany, New York, 1933; 218 pages. 
Price, $1.75. Reviewed by Emer- 
son P. Schmidt, University of Min- 
nesota. 


As the title indicates, this book is: 
devoted to the promotion of organ- 
ized improvements. The author defi- 
nitely sees severe limits in the laissez- 
faire policy of the past. He believes, 
apparently, that it is possible to exhort 
selfish citizens into unselfishness and 
thereby bring order out of chaos. 

The author has a feeling that world 
citizenship is developing rapidly as 
evidenced by the growing amount of 
international cooperation through the 
Hague, World Court, League of Na- 
tions and numerous other similar striv- 
ings. Just as the Colonists were 
forced by circumstances to look to a 
wider citizenship and become United 

States citizens so we are becoming 
world citizens. 

The author sees the protective tar- 
iff as Hamilton saw it: A device for 
bringing about a balance between agri- 
culture and industry. Industry is no 
longer an infant so we will need to 
reconstruct our thinking on tariffs. 

Throughout, the book is a plea for 
industrial as well as political democ- 
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racy. Trade unions and especially 
the cooperative movement are aids to 
achievement of industrial democracy. 
Communism and fascism do-not lead 
to this same goal. 

In addition to chapters on the iin 
going, others appear on: The Rural 
Problem, Planning and Control, Pov- 
erty, Disease, Crime, Housing and 
Social Ideals. 

Throughout the book the author is 
preaching to his fellow countrymen 
urging unselfishness, cooperation and 
a conscious will to make a rich and ef- 
fective industrial system work for the’ 
benefit of all citizens. The philosophy 
of the author reminds one, by contrast, 
of the dictum of Adam Smith to the 
effect that not much good has ever 
come from those who claim to be trad- 
ing for the public good. 


Stums, LARGE-SCALE HOUSING AND 
DECENTRALIZATION, Vol. III of 
the Committees Reports of the 
President’s Conference on Home 
Building and Home Ownership, 
Washington, D.C. John Gries and 
James Ford, Editors. 8 vols., 264 
pp. Price $1.15, postage prepaid, 
illustrated. Reviewed by Joseph P. 
Tufts. 


Not only the student of housing, 
but the layman, practical business man 
and the worker, will find in this book 
a concise treatment of important as- 
pects of housing and its closely re- 
lated problems. Not one book but 
four, each with valuable appendices, 
some with divergent points of view, 
deal with the following subjects: 
Slums and blighted areas, large-scale 
construction operation, business and 
housing and industrial decentraliza- 
tion. 
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A significant statement in the Fore- 
word by Ray Lyman Wilbur sets forth 
a philosophy underlying the present 
debate over our national policy (or 
lack of policy) on housing. 


“Tf business, financial and indus- 
trial groups fail to take the task in 
hand and apply the large sums of cap- 
ital required and the utmost of plan- 
ning genius and engineering skill to 
the problem, it seems likely that Amer- 
ican cities will be forced to turn to 
European methods of solution of this 
problem, through subsidization by 
state and municipal treasuries and 
probably through actual ownership 
and operation of housing projects by 
municipal authority. It can hardly be 
doubted that the next ten years will 
determine which choice will be made 
between these alternatives if business 
men forfeit their opportunity. Un- 
less business men and business groups 
accept the challenge, housing by pub- 
lic authority is inevitable. There is 
no compromise—no timid or partial 
solution.” 


This challenge is definite in the re- 
ports of the Committees on Blighted 
Areas and Slums and Large-Scale Op- 
erations. 

The discussion of the problem from 
several angles reaches the unanimous 
conclusion that all of our cities have 
rotten housing called slums, that they 
are a needless expense, that they make 
for inexcusable social maladjust- 
ments, that usually they exist on high- 
priced land and so far, that there has 
been found no cure universally appli- 
cable. 

Suggested solutions vary. They 
cover the range of possibilities from 
conservative to socialistic methods. 
Among them are: Improved methods 
of construction by mass production, 
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reconditioning of old buildings and 
areas that are fundamentally sound, 
government assistance to housing com- 
panies, and housing under municipal 
authority. It is generally agreed that 
philanthropy can in no way provide a 
permanent solution on any large scale. 
One of the conclusions of the Commit- 
tee on Blighted Areas and Slums is 
significant to the building trades: 
“Building industry and building trades 
should be aroused to the latent oppor- 
tunity in the values of work to be ac- 
complished through rehabilitation of 
blighted and slum districts.” Other 
groups also are challenged to assume 
an attitude of enlightened self-interest 
in wiping out and reconstructing slum 
areas for the community benefit. 

The Committee on Large-Scale 
Operation has limited itself to urban 
housing problems. It recognizes the 
importance of cooperation of both pri- 
vate and public agencies of city, state 
and nation to make large-scale-opera- 
tion programs successful. Of particu- 
lar interest to the worker is a state- 
ment referring to agreements with la- 
bor organizations. 


“Organized labor has been unwill- 
ing, and very properly so, to make 
special agreements affecting individ- 
ual projects. It is certain, however, 
that it would take a sympathetic in- 
terest in a broad national effort to bet- 
ter housing for the working classes. 
It could suspend many of its rules with 
perfect dignity and even with advan- 
tage to its position. It is likely that, 
in periods of unemployment and, sea- 
sonally, even in good times, it might 
authorize certain reductions in wage 
scales for such housing developments.” 


This may mean that since large-scale 
operations offer employment oppor- 
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tunities for long periods of time, that 
wage scales might be set up on a 
monthly or annual basis, thus reducing 
hourly wage rates but increasing the 
worker’s annual income. 

This committee states that our pres- 
ent good housing product is a luxury, 
that no new dwellings have been con- 
structed in recent years at costs within 
the means of two-thirds of our urban 
population (50,000,000 people). 

Among the appendices are studies 
of large-scale housing projects that 
have been successfully managed under 
private control, and other data of in- 
terest to the student of economics and 
sociology. 

The Committee on Business and 
Housing places the. responsibility for 
housing improvement squarely on the 
shoulders of leaders of business, par- 
ticularly those in the construction in- 
dustry. 


“One of the important obstacles in 
the way of best achievements of busi- 
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ness in this field is the competition of 
incompetent and inna build- 
ers—jerry builders and other inferior 
types—who construct poor houses that 
look well at first but lack many re- 
quisites of good houses because of in- 
ferior materials and poor workman- 
ship.” 

Chapter IV and its appendices dis- 
cuss in a thoroughgoing manner the: 
factors influencing industrial decen- 
tralization and its effects upon hous- 
ing. The committee concludes that 
the social order is best served by de- - 
centralization of industry where hous- 
ing can be made spacious and land can 
be utilized to the best interests of 
every inhabitant. 

These four committee reports of © 
the President’s Conference are impor- 
tant. They deal with ways and means 
of attacking our most difficult housing 
problem—the slum. And they are not 
unmindful of the most important fac- 
tor—the citizen who lives in the slum. 


A PRAYER FOR COURAGE 


God, make me brave for life, 
Oh, braver than this! 

Let me straighten after pain 

As a tree straightens after the rain, 
Shining and lovely again. 


God, make me brave for life, 
Much braver than this! 

As the blown grass lifts let me rise 
From sorrow with quiet eyes, 
Knowing Thy way is wise. 


God, make me brave. 


Life brings 


Such blinding things. 

Help me to keep my sight, 

Help me to see aright, 

That out of the dark comes light. 


Grace Nott Crowe .t. 














North Atlantic Section 


LL shops at Rutland, Vt., reports 
A C. H. Ward, are running only 
part time with few hands. We 

have fine schools here.. There are no 


prospects of a business pick-up. 


At none of the establishments at 
Marlboro, Mass., has the six-hour 
day or the five-day week been put into 
effect, writes John T. Tucker. About 
130 working people have lost or are 
about to lose their homes. We have 
kept our schools up to the previous 
excellent standard so far. Shoe 
workers are gaining members every 
week, but conditions are very bad. 
Yellow-dog contracts are being intro- 
duced. Business continues to get 
worse. We are actively fighting a bill 
that gives the governer leave to sus- 
pend the labor laws. 


A. P. Butler reports that most of 
the industries at Wakefield, Mass., 
have left the town. About twenty- 
five homes were foreclosed in the last 
six months. Business is getting worse. 
The town meeting refused to cut the 
laborers’ pay and wages remain the 


same. 
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At the mayor’s conference which 
met in New Britain, Conn., February 
9, we laid before him a plan that all 
workers earning over $5 a week 
pledge one cent on the dollar; over 
$15 a week, 2 cents; from $15 
to $50, 3 cents, and with this money 
a fund is to be established to be used 
for the unemployed. For every dol- 
lar so given by the workers the manu- 
facturers are to contribute $1. This 
has been taken up by the city officials, 
trades and professions and enough 

has been brought in to feed and keep © 
warm our unemployed. To get this 
help work must be done, so work is 
made and $2 and a basket of food is 
given for one day’s ework. Our 
danger lies in the fact that made 
work will not last and our manufac- 
turers will take up the work to be 
done on buildings and pay relief wages 
for such work, and our trade unions 
would be compelled to fight for their 
existence. We, therefore, believe by 
accepting an emergency wage on a 
three-months’ agreement to be deter- 
mined by a committee of three from 
our building trades, we will be able to 
hold our union forces together for the 
progressive battle of tomorrow, and 
will be assured of more than relief 




















wages paid for work done by our un- 
employed members. A report of this 
nature was made to the central labor 
union and building trades council 
meetings and it was agreed to take 
this plan back to the locals for fur- 
ther discussion and action. Interest 
has been shown by all in this plan— 
JaMEs MONTGOMERIE. 


A braid mill, a wire plant, chemical 
works and shipyard at Providence, 
R. L., are on the five-day week, writes 
Roderick A. McGarry. Many house- 
holders have lost their homes and 
others are on the verge of losing. 
There are two bills in the legislature 
trying to prevent this. No schools 
closed up to the present time. Some 
school teachers’ salaries held up tem- 
porarily. Practically all unions affl- 
iated with the American Federation 
of Labor are conducting membership 
drives: Unions are being held to- 
gether regardless of their financial 
standing. Business is irregular; slight 
pick-up in some parts of state, other 
parts a decrease. Four labor bills 
are now pending in the state legisla- 
ture. : 


At Elmira, N. Y., nothing has been 
done to establish a six-hour day. The 
building trades put the five-day week 
into operatien in April, 1932, and the 
newspaper printers went on the five- 
day week when adopted interna- 
tionally, giving nine substitutes four 
days’ work a week. Banks and loan 
associations have about two hundred 
houses they have taken over and find 
it impossible to dispose of them. 
These institutions are paying insur- 
ance on fifty more and these homes 
may be taken over in a short time. 
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The trades assembly is opposing any 
reduction in allowance allotted to 
those on public welfare. We are con- 
ducting educational meetings trying 
to persuade the need of organizing 
into a craft or Federal Labor Union 
a certain class of workers here. Busi- 
ness prospects seem uncertain at pres- 
ent. The association of commerce 
has inaugurated a campaign to have 
owners modernize their homes. They 
have taken an old house and mod- 
ernized the room the visitor enters, 
the next room is left untouched so the 
person passing through will note the 
contrast. One half of the kitchen has 
modern plumbing and electric equip- 
ment while the other half is fitted with 
old style fixtures. They have made 
a survey of houses needing improve- 
ments and have two paid salesmen try- 
ing to convince the owners that this 
is the time to improve their homes. 
Union craftsmen are donating their 
labor on the subject house. The 
American Sales Book Company, Ltd., 
who forced the printers to strike be- 
cause of the speed-up system and 
locked out the stereotypers, have 
made further reductions in their 
working force.—HARRY MARTIN. 


None of the industries at Union- 
town, Pa., work six hours a day, or 
the five-day week, writes Samuel See- 
hoffer. A lot of people are losing 
their homes. A local union of foun- 
dry workers has been chartered. 
There is nd change in business condi- 
tions. Girls working at the Union- 
town Shirt Factory are on strike and 
wish to join the garment workers 
union. They formerly made 40 and 
50 cents a day and have been cut to 25 
cents for their day’s work. 











536 


Conditions at West Brownsville, 
Pa., are very bad, writes H. R. Nor- 


man. We have one bank left out of 
five; officers of two are under arrest. 
Workers lost many thousands. All 
their savings are gone and homes are 
being taken. The wages paid miners 
are not sufficient to live on—they 
have only two and three days a week 
work with no pay for dead work. 
Miners must even lay road turns with- 
out pay. There is much unrest. There 
is no building or repair work at all. 
Hundreds are out of work and two 
persons must live on $2 per week, $1 
each. 


We are agitating for the five-day 
week and six-hour day at Cedar 
Knolls, N. J., writes Aaron B. Losey, 
but have nothing definite to report 
along this line. A large number of 
sheriff's sales on property are going 
on every day. There has been some 
reduction in salaries paid to high- 
school teachers and principals. We 
have all we can do to keep the or- 
ganized together in the different 
unions. Good work is being done for 
the relief of the unemployed by sev- 
eral of the societies. There is no 
change for the better in business what- 
ever and more are idle than ever be- 
fore. Efforts are being made to get 
the state to start work on institutions 
and road making. 


South Atlantic Section 


Painters and printers at St. Peters- 
burg, Fla., observe the five-day week 
and eight-hour day, writes V. S. Her- 
ring. The majority of union men have 
their homes mortgaged and fore- 
closures are on the increase. About 
five labor men in Florida including 
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the secretary of the state federation 
of labor and the writer have been ap- 
pointed to the state educational coun- 
cil. A visit has been made on the lo- 
cal teachers to interest them in form- 
ing an organization. The State Fed- 
eration of Labor convened at Tampa 
with a good delegation present; sev- 
eral resolutions were adopted recom- 
mending workmen’s compensation in- 
surance and other labor legislation. 


None of the industries at Tampa, 
Fla., are on the five-day week, reports 
W. E. Spain, but the prospects are 
good for the printers on newspapers 
to secure it. There is a local and 
state moratorium on foreclosures. 
Arrangements are about completed 
for the organization of school teach- 
ers and meat-cutters. 


Middle Western Section 


The Ontario Paper Company at 
Thorold, Canada, has just gone on the 
five-day week, writes S. A. Stephins, 
but I do not know if this will be per- 
manent or is just temporary. Every 
other company is working from three 
to six days a week. Everything pos- 
sible is being done to let the people 
keep their homes. There is no cur- 
tailment of education. Every effort 
is being put forward to keep the un- 
employed organized. They are going 
very strong here for the barter sys- 
tem. Business of all kinds is very 
poor. 


In response to a questionnaire sent 
out by employers at Winnipeg, Can- 
ada, about the establishment of the 
five-day week for industry, 90 per 
cent of them turned it down, writes 
W. E. Stubbs. Committees from the 
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Trades and Labor Council are appear- 
ing before the Provincial Government 
and school boards in an effort to off- 
set attempts to cut down the school 
services. The school board threat- 
ened to cut salaries 30 per cent. The 
Teachers’ Federation came back with 
an offer to accept 15 per cent; this has 
not been settled yet. The board is 
also trying to eliminate free textbooks 
and charge a fee for the higher grades 
of the public schools. The union 
label committee of the council is try- 
ing to organize clothing workers and 
barbers. The city has started giving 
unemployed heads of families a lot 
and will distribute garden seeds. Va- 
rious organizations are considering 
prizes for the best gardens. The city 
of Winnipeg spent $2,093,319.98 for 
social services during the year 1932. 


All shops at Kalamazoo, Mich., 
are working short time, writes E. M. 
Curry. Unless the legislature passes 
a moratorium, there will be an in- 
crease on home foreclosures. An or- 
ganization is being perfected for the 
purpose of dealing with the school 
question. The American Legion is 
operating a barter and trade move- 
.ment. Efforts are being made to have 
the child labor amendment ratified. 


None of the establishments at Hib- 
bing, Minn., are on the five-day week 
or six-hour shift, writes D. V. Gaige, 
as all industries at present are sus- 
pended. There has been no increases 
in the foreclosures of homes and the 
future depends upon improved con- 
ditions. No curtailment of school ac- 
tivities to date. We extend invita- 
tions to all unemployed to attend our 
Central Labor Union meetings and we 
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are keeping them informed in this way 
of our activities. Merchants report 
better business beginning January, 
1933. Tax reduction propaganda 
has placed a severe burden for labor 
legislation to carry. 


There are no continuous industries 
at Kenosha, Wis., that have officially 
established the shorter workday, 
writes Felix Olkives. Most of our in- 
dustries are working only two and 
three days a week, with a very small 
number of men employed even at that 
rate. However, when a rush order 
comes in they do not hesitate to work 
the men they have from ten to twelve 
hours a day. There have been a total 
of 501 foreclosure proceedings with 
a total amount involved of $290,- 
480.21. So far this year foreclosures 
are coming in very rapidly, but since 
the passage of the mortgage bill fore- 
closure actions are not complete until 
the court affirms the sale. Under the 
terms of the law courts are permitted 
to extend the period of redeeming 
foreclosed farms and homestead 
property from one to three years and 
in most cases the courts are extending 
time. In the past year we have op- 
posed the reduction of teachers’ sal- 
aries and have also worked for the 
appointment of a member of organ- 
ized labor on the local board of voca- 
tional education. We are trying to 
hold our present membership together 
and are experiencing difficulty in doing 
this, but there is a tendency among 
the unemployed and those few that 
are employed, as well as professional 
men and small business men, that or- 
ganization is more necessary now than 
Business is as bad as ever. 


ever. 
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Retailing 


A Million Dollars 


A great corporation, facing 
the emergency of unusually 
heavy expenses, borrows a mil- 
lion. An individual, facing the 
emergency of unusually heavy 
bills, borrows a couple of hun- 
dred. The fixed costs of lend- 
ing money in each case are ap- 
proximately the same notwith- 
standing the great difference 
in the amounts of the two 
loans. These fixed costs in- 


clude the expenses of investi- 
gating, closing the loan, book- 
keeping, and collection as dis- 


tinct from the cost of the 
money itself. 


These costs occur only one 
time when Household Finance 
Corporation borrows a million 
dollars from a bank. 


They are repeated over 
5,000 times when Household 
lends the million to more than 
5,000 people. In addition there 
are over 60,000 monthly col- 
lections and that many book- 
keeping operations during a 
year. 

These constant costs of lend- 
ing usually average from $1.40 
to $1.75 a month per account. 
A cost of $1.50 would be 3 per 
cent on a $50 loan balance; 11%4 
per cent on a $100 loan bal- 
ance. Since family finance 


offices usually carry accounts 
with balances averaging not 
much above $100, the typical 
monthly fixed cost of lending 
may be considered 1% per 
cent. 

In addition there are varia- 
ble costs—losses of principal, 
uncollected interest, taxes, in- 
terest on bank loans, and the 
expense of carrying slack or 
idle capital. Due to present 
economic conditions, these ex- 
penses are running from 1 to 
114 per cent a month in family 
finance offices. It is here that 
efficient companies effect sav- 
ings during better times, en- 
abling them to lend at reduced 
rates. 

Then there is a third impor- 
tant item that must be in- 
cluded in the charge—profits. 

However, it is the constant 
unchanging cost of lending 
(investigation, closing, book- 
keeping and collecting) that 
causes the great difference be- 
tween percentage charges on 
different sized loans. By way 
of illustration: 

Let the monthly cost of lend- 
ing per account ($1.50) be rep- 
resented by the little shaded 
area. It is 1% per cent of the 
small area, but it is only % of 1 
per cent of the larger area: 
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$100 


loan $1200 loan balance 


balance 








(This area is twelve times larger than the smaller one) 











This fallacy of percentages is undoubtedly the cause of much 
misunderstanding regarding percentage charges on small loans. 
If the percentage seems high in the one case, it is because the 
cost is compared toa small loan balance. Ifthe percentage seems 
low in the other case, it is because the cost is compared to a 
large loan balance. 

Small loan companies confine their business to loans, the 
maximum of which is only $300 and the average $100. Of neces- 
sity, their charges as expressed in percentage of such a small 
loan balance would appear high as compared with institutions 
which lend in amounts many times larger. 


Household Finance Corporation 
919 North Michigan Avenue 
Chicago, Illinois 


(Reprints of this series of advertisements will be mailed on request to the 
Division of Research.) 
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At Wisconsin Rapids, Wis., the 
Consolidated Water Power and 
Paper Company have two of their 
mills on the four-hour-shift system, 
writes Raymond A. Richards, and the 
writer has been told that they plan 
to have the system installed in their 
other mills. The mechanics and elec- 
tricians work eight hours a day and 
five days a week. An attempt has 
never been made to curtail education 
here. Our unemployed are given work 
by the city on the new storm sewer 
project that will give work for about 
a year. Common labor receives fifty 
cents an hour and is given three days’ 
work a week. Our principal indus- 
tries are now running on full time. 
The Wood County Board has adopted 
a resolution sponsored by the central 
labor union placing all county work- 
ers on the eight-hour-day basis. An 
amendment was made to this resolu- 
tion that excluded all of the county 
institution employees. 


Only where there is lack of suff- 
cient work to operate steadily at 
Hamilton, Ohio, is the five-day week 
in force, writes Stanley Ogg. Many 
householders have lost their homes. 
There has not been any curtailment in 
education to date. 


At Marion, Ohio, many have lost 
their homes and undoubtedly many 
more will unless the state government 
acts to forestall it, writes C. A. Bolin. 
Organized labor entered a protest 
against the shortening of the school 
year. We have a Federal Labor 
Union chartered which acts as a 
school for the unemployed and part- 
time workers to educate them to the 
purposes and ideals of the American 
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labor movement. It is reliably re- 
ported that recent label agitation has 
increased the local sale of label goods 
30 per cent. The local Federal La- 


bor Union is promoting cooperative 
movement with unemployed. 


There has been no definite estab- 
Jishment of the five-day week in in- 
dustry at Toledo, Ohio, writes Otto 
W. Brach, only in places where work 
is what might be considered as operat- 
ing only part time. Many home own- 
ers are losing their homes by fore- 
closures, but it is possible that the 
courts will be more lenient in ‘the fu- 
ture. In the newly organized rehabili- 
tation committee we have members 
of organized labor. No change in 
business conditions. We have before 
the council a wage budget. We are 
opposing any pay cuts and believe we 
will be successful to a great extent. 
Our central labor union had a mass 
meeting March 15 with about 500 in 
attendance. Resolutions in favor of 
labor legislation were mailed to Sen- 
ators and Congressmen. 


None of the industries at Herrin, 
Ill., are on the five-day week, writes 
Fred S. Martin. The building and 
loan associations are selling the homes 
of the ones that could not keep up 
their payments. A house on which 
from $700 to $1,200 had been loaned 
is sold to an outsider for $100 if they 
will tear it down and move it. Nearly 
every house here has from one to three 
families in it. The building and loans 
have control of nearly all of the rent 
houses here. The miners a few years 
back had to leave here because the 
mines closed down; their homes were 
from half to almost paid for, so when 
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Thinkers and Doers 


The success of every great institution is 
built upon co-operation of thought and 
action. 


To plan for the constant improvement 
of Baltimore & Ohio service to the 
cities and towns dependent on us for 
their transportation is the part of the 
thinkers— 


To apply those plans to the direct 
benefit of these millions—to convert 
those plans into dollars that measure our 
mutual prosperity—that is the part of 
the doers. 


And only by unswerving loyalty of 
thought and action; only by constant 
determination to give the best that is in 
us; only by service that serves honestly 
and well; can we make the run ‘‘on time.”’ 


Baltimore & Ohio 
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they left they had to lose them. The 
Illinois Central Railroad has asked 
all their employees to work for ten 
days without pay. 


Newspaper printers at Jackson- 
sonville, Ill., have the five-day week 
and the six-hour day. Two six-hour 
shifts are worked in the theaters. 
We have not had many foreclosures. 
A relief agency furnishes books to 
keep children in school. The print- 
ers are sharing work. A number of 
nonunion factories are working part 
time.—CHARLEs E. Souza. 


Ben P. Gast sends in word that a 
few foreclosures on homes have been 
made in the last few months by a loan 
association. Motion-picture opera- 
tors afe trying to get an ordinance 
passed by the city council at Kewanee, 
Ill., to require two men in each booth 
for safety sake. 


At South Bend, Ind., homes are 
being lost through mortgage fore- 
closures and others because they were 
bought at a high price and now the 
people have no work and are giving 
them up. There are 8,500 families 
on the dole here; crafts report much 
unemployment of members and there 
are but few jobs to be had. Some of 
the closed banks are beginning to 
open.—Mrs. Mary L. GARNER. 


W. B. Hammil reports, along with 
the regular business conducted by the 
Des Moines Trades and Labor As- 
sembly on March 22, the secretary re- 
ported that in the past two years’ 
service of the relief kitchen over 110,- 
000 meals have been served. The lo- 
cal unions have contributed freely to 
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help provide funds to keep the good 
work going. Many citizens and mer- 
chants have given their cooperation to 
it and the labor movement here has the 
general commendation of the public 
for instituting and carrying on this 
work for relief. The Dutch Boy 
White Lead Company put on an en- 
tertainment at the Fort Des Moines 
Hotel and about seventy members of 
the painters and decorators union at- 
tended and were treated to a fine din- 
ner and smoker in connection with a 
moving-picture demonstration of this 
company’s products. It is reported 
that the wage-cutters are again ac- 
tive in the building industry and they 
are offering the worn-out excuse that 
if the union merchant would accept a 
reduction it would have a tendency to 
create more work and the fair contrac- 
tors could get more of the work be- 
cause they would reduce their bids. 
This point was conceded here a year 
ago and just as soon as the union men 
accepted the cut, the nonunion people 
went 30 per cent below them, so that 
everyone lost out and the workers 
don’t care to make another contribu- 
tion to the lowering of their living 
standards. 


Printers are the only craftsmen at 
Waterloo, Iowa, working the five-day 
week, writes H. L. Errichson, but the 
building crafts are working to estab- 
lish it in their trades. Quite a num- 
ber lost their homes, but we think 
there will be some let-up on fore- 
closures now. We are urging the 
legislature not to curtail educational 
expenses too much. The unemployed 
relief club has nearly a thousand mem- 
bers. We are urging unemployment 
insurance. 
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may shine more brighily.. . 


Over 175 leading broadcasting stations are now using Western Electric| equipment. 
They know it transmits programs more clearly and naturally, for your complete en- 
joyment. @, Out of 50 years of Bell Telephone making has come Western Electric 
equipment to meet every need of broadcasting stations—from smallest to largest. Micro- 
phones, speech input equipment, transmitters, amplifiers, vacuum tubes, reproducer sets 
~all the complex apparatus so vital in putting programs on the air right. @. Western Electric 
has made valuable contributions in many other fields, too: aviation communication, 
ulking pictures, sound amplifying and distributing, aids for the hard-of-hearing. Con- 
stant pioneering maintains this leadership in Sound. 


Western Eleciric 


LEADERS IN SOUND TRANSMISSION APPARATUS 
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All work at Omaha, Nebr., is on 
the eight-hour-day basis with the ex- 
ception of one sewer project working 
four six-hour shifts, writes W. C. 
Godwin. There have been in the past 
from 12,000 to 14,000 who lost their 


homes, but none at present. Efforts 
are being made to organize the retail 
clerks. There is a slight improve- 
ment in business. 


Foreclosures of mortgages at Jack- 
son, Tenn., are being held up, writes 
W. I. Carrington, pending instruc- 
tions from the Insurance and Loan 
Company. Schools are running on 
schedule time. Several businesses are 
closing out, and one factory that shut 
down April-1 let out about one hun- 
dred men. 


A sales tax proposal will be an is- 
sue in the fall election at Louisville, 
Ky., reports Herman F. Young. 
Printers on the daily papers work five 
days a week. Many householders 
have lost their homes, but indications 
are that there will not be an increase 
in the near future. 


At Arkansas City, Kan., the Shell 
Petroleum Corporation have part of 
their men on the six-hour day, writes 
Abe Garrison. Many householders 
would have lost their homes, but the 
governor extended the time for the 
payment of taxes eighteen months. 
We are trying to elect three union 
men to the school board. The unem- 
ployed are on the county getting one 
day’s work per week. 


The five-day week for printers on 
newspapers at Fargo, N. Dak., has 
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gone into effect, writes N. H. Hinkle. 
There have been numerous foreclos- 
ures and quite a number of union men 
have lost their homes. We have en- 
deavored to halt all actions that we 
thought would work a hardship on 
the public schools. The unemployed 
club is growing by leaps and bounds. 
Business has not been as good here 
for the past month as before. The 
banking holiday seemed to stop every- 
thing and recovery as yet has been 
very slow. All labor legislation was 
cast aside this past session and labor 
had a fight to hold what legislation 
they had on the statute books. About 
the only legislation that was passed 
this year was to cut salaries and dis- 
pense with jobs so as to cut taxes, and 
now that the session is over the pub- 
lic begins to regret the action that 
was taken. 


The typographical union at Minot, 
N. Dak., has established the thirty- 
hour week, writes H. C. Kiehn. 
There is a temporary moratorium on 
all foreclosures. We have had a con- 
ference with the school board to main- 
tain school activities and are getting 
organizations and public opinion 
against curtailment. We have an un- 
employment citizens league who trade 
services for necessities. Business is 
worse. 


Gulf States 


Working by shifts at Baton Rouge, 
La., is made an issue to accommodate 
the unemployed, writes E. H. La 
Croix. The building association fore- 
closures are increasing, but not many 
mortgages on homes are being called 
in. Work on public improvements 
are expected to begin shortly. 

















This new polish makes floors 
beautiful with NO RUBBING 


NO POLISHING @ Ic isa sim- 
ple matter to change dull, lifeless floors 
into bright, gleaming floors with Glo- 
Coat. Homes, office buildings, and in- 
stitutions all over the country have 
turned to this economical method of 
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The Makers of Johnson’s Wax 


etree EO) COAT 


not already know about Glo-Coat and 
its marvelous results we suggest that 
you send for a roc trial can. Try it out 
on a small surface of asphalt base, rub- 
ber tile, linoleum or wood floor (either 
varnished, painted or shellacked.) 

DIRECTIONS FOR USE @ Poura little 
Glo-Coat onto the floor. Spread it 
around like water with a cloth or mop. 
That’s all you have to do. Glo-Coat dries 

























SEND 10c FOR 


@ S.C. Johnson & Son, Inc., Dept. AF 5, Racine, Wis. 
Enclosed is 10c. Please send me a generous trial can of your new easy-to-use floor 


in 20 minutes and shines as it dries, pro- 
tecting the floor with a bright, clear 
polish. 





TRIAL CAN polish, GLO-COAT. 
USE THE COUPON —— = — 
RE —————————— CITY. > 


The five-day week prevails on work 
being done on the Mississippi River 
bridge at New Orleans, writes Edwin 
Peyroux. Schools are operating as 
usual. Business remains the same 
with no indications of a pick-up. 


A large number at Texarkana, 
Tex.-Ark., have already lost their 
homes and many more are slated to 
go at an early date, writes John Allen. 
Prospects are gloomy for better busi- 
ness until producer and consumer are 
given work and money. George Slater 
of the Texas State Federation of La- 
bor and Jack Flynn, the new labor 
commissioner, are working hard in be- 
half of several bills sponsored by 
labor. 

Organizer B. F. Shearod reports 
that at Waco, Tex., they are working 


eight and ten hours a day. It is re- 
ported that the monthly pay roll at 
the Katy shops, which opened April 
1, will amount to about $30,000 a 
month. About 250 people will be 
given employment. 


Mountain States 


Printers and painters at Great 
Falls, Mont., work five days a week, 
writes Homer Whitlock. Schools are 
operating, but with cuts in wages. 
Local scrip is contemplated for use in 
exchange. The zinc plant resumes 
operations on about half scale. Sev- 
eral eight-hour bills passed the last 
legislature. Teamsters and chauf- 
feurs are gradually increasing their 
membership. Building labor increas- 
ing due to remodeling of two local 
breweries. 
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As far as the writer can ascertain 
those losing their homes are for taxes 
and not for foreclosure of mortgages. 
To date school activities have not been 
curtailed, but if taxes keep decreasing 
this may happen. While there has 
been no actual change in business con- 
ditions, there seems to be more confi- 
dence and a better feeling prevails. 
Our representatives are making an 
up-to-date record in protecting labor’s 
best interests in legislation.—J. W. 
BIGGs. 


At Ogden, Utah, there have been 
quite a number of foreclosures, writes 
J. M. Hurst. We are doing all we 
can to keep schools running and the 
writer believes the city schools will 
operate the full term. We are talk- 
ing organization all the time, but the 
building trades have no work so noth- 
ing can be done along that line until 
employment picks up. 


County road work at Crosby, 
Wyo., is starting up, writes William 
Barham, and it is being done in two 
five-hour ghifts a day, working six 
days a week of thirty hours. The 
school term has been cut from nine to 
eight months. There has been a 
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slight change in business for the 
better. ‘ 


The thirty-hour week prevails gen- 
erally on Federal aid work at Sheri- 
dan, Wyo., writes Charles Schlotz- 
hauer, and the five-day week in the 
printing trades. Foreclosures on 
homes have been made only in excep- 
tional cases. No further onslaughts 
on teaching standards have been made 
since last fall. Preserving old-estab- 
lished unions is our main job just 
now. 


Pacific Coast 


None of the industries at Belling- 
ham, Wash., are on the five-day week, 
writes C. E. Roaney. No fore- 
closures at present, owing to the new 
law. There has been no change in 
business conditions. 

Emergency state, county and city 
work at Modesto, Calif., is being done 
on the thirty-hour-week basis, writes 
C. C. Nunnally. The state legisla- 
ture has passed a ninety-day mora- 
torium which will hold in check many 
foreclosures. There are a number of 
bills sponsored by the State Federa- 
tion of Labor which we have taken up 
with the local state representatives. 








